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A bank fails and the 
public authorities take 
possession. Fromthat 
momentits assets, whether in its own 
possession, or in the possession of 
others, not pledged for value prior 
to the failure, become a trust fund 
for the equal benefit of all its credi- 
tors. At that moment, the right of 
every depositor to draw and nego- 
tiate his check upon the bank ceases, 
for the assets of a failed bank are 
no longer subject to check and a 
check drawn on a failed bank, known 
to have stopped, is a badge of fraud. 

Ordinarily, after a bank fails, it is 
an impossibility for a depositor tocol- 
lect a subsequently drawn check for, 
if presented at the bank, it is certain 
to be refused. The reason is obvious. 
All depositors are entitled to share 
alike and if one or more depositors 
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could be paid in full, they would re- 
ceive more than their just share, to 
the detriment of the others. 

The above propositions will hardly 
be denied in the case of banks gener- 
ally. Does any different law or re- 
sult apply in the case of those par- 
ticular banks which, not being mem- 
bers, clear through members of the 
New York Clearing House, so that 
in the event of failure, it may be- 
come possible for certain quick-act- 
ing depositors to thereafter draw 
and obtain payment of their checks 
to the detriment of others? 

The question is suggested in view 
of the receut failure of the Bank of 
Staten Island. That bank was closed 
by the Banking Department on De- 
cember 31st at 11 a.m. Thereafter, 
according to report, checks aggre- 
gating $103,000 were drawn by cer- 
tain depositors and presented through 
the New York Clearing House in the 
exchanges of the morning of the next 
business day, January 2nd, to the 
National Bank of Commerce, clear- 
ing agent of the failed bank and paid, 
we understand, under protest. 

The star of hope which actuated 
these depositors was the law of the 
clearing house which provides that a 
bank, clearing for a non-member, is 
liable the same as for its own trans- 
actions and that it cannot discon- 
tinue the arrangement and liability 
except upon notice which skall not 
take effect until the exchanges of the 
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morning following the receipt of such 
notice shall have been completed 

The rule has been adopted by the 
courts of the United States that a 
national bank has no power, either 
with or without a sufficient consid- 
eration, to agree or bind itself that 
a draft of A upon B will be paid; 
that such agreement is a mere guar- 
anty, and is not within the powers 
conferred upon such banks. The ef- 
fect of this principle upon the power 
of a clearing house national bank to 
bind itself by clearing house rule that 
drafts upon another bank, its cus- 
tomer, will be paid by it, might be 
an interesting speculation, were it 
not for the fact that, in 1895, the 
New York court of appeals affirmed 
the binding force of this clearing 
house rule upon the member banks 
in the case of the failed Madison 
Square Bank which cleared through 
the St. Nicholas Bank.* 

The St. Nicholas cleared for the 
Madison Square under an agreement 
by which the latter kept $50,000 on 
deposit and $100,000 in good bills 
receivable with the former. On Aug- 
ust 8th, 1893, the St. Nicholas, not 
then knowing of the precarious con- 
dition of the Madison Square but be- 
cause the $50,000 balance was not 
kept good, issued notice of discon- 
tinuance; the Madison Square en- 
deavored, unsuccessfully, to obtain 
a loan, and was visited in the after- 
noon by the Clearing House Com- 
mittee and a state bank examiner, 
who decided it was not in condition to 
continue. The Madison Square failed 
to open on the morning of the 9th. 
The evening papers of the 8th an- 


* O Brien, Receiver v. Grant, Receiver, 
N. Y. 163. 
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nounced the bank’s difficulties. That 
evening the state treasurer drew two 
checks aggregating $250,000 and one 
of the directors, two more checks for 
over $50,000, which were deposited 
in clearing house banks on the 9th, 
shortly before 10, and presented 
through the exchanges that morning. 
The St. Nicholas paid, in all, includ- 
ing the above, $372,000 of checks 
against the Madison Square, coming 
through the exchanges that morn- 
ing, under the rule, and applied the 
securities it held in part satisfaction. 
The receiver of the Madison Square 
sued the receiver of the St. Nicholas, 
which had afterwards failed, for these 
securities, contending it had no right 
to pay these checks after notice of 
the insolvency, but the court of ap- 
peals held that the clearing bank was 
more than a mere agent; it was 
bound by the agreement, relied on 
by all the banks, to pay the checks 
on the Madison Square, the same as 
it would its own, presented through 
the clearings that morning. Concern- 
ing the questionable checks, the court 
found the St. Nicholas had no knowl- 
edge of any irregularity in regard 
to their drawing, deposit or trans- 
mission, and was protected in pay- 
ing them against the Madison Square. 

Following this decision, the fear 
was expressed by many that the clear- 
ing house rule placed too great a 
risk on the associated banks. That 
if a bank failed at 9 in the morning, 
‘“‘every depositor in the failed institu- 
tion could draw his check and de- 
posit it in a clearing house bank to 
be paid through the clearings of the 
following morning;”’ that “ under the 
existing ruie, no bank can afford \to 
clear for another, for it would render 
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itself liable to pay the entire depos- 
its of the failing bank,” and no se- 
curity from that bank could be given 
to that extent.* One suggestion was 
to amend the rule so that in case of 
the insolvency of a non-member, only 
those checks should be payable by 
the clearing member, as had been 
accepted by the presenting bank be- 
fore it knew, or should have known, 
of the insolvency. Mr. Nash, of the 
clearing house, proposed an amend- 
ment that the notice of discontinu- 
ance should take effect at the close 
of the exchanges of the day of giv- 
ing the notice 

Neither of these suggestions have 
been adopted, and the clearing house 
rule of liability stands the same as 
itdid when the Madison Square failed. 

Now, in the light of past experience, 
what is, or should be, the case with 
reference to the $103,000 of checks 
drawn on the Bank of Staten Island, 
afterits failure? We conceive the pur- 
pose and intent of the clearing house 
rule to be to protect its members; 
not the customers of its members. 
If a certified check of $50,000 on a 
small, non-clearing bank is offered 
for value to a clearing bank, that 
bank could safely take the check, 
knowing that the responsibility of 
the clearing agent of that bank was 
hack of it, even if the certifying bank 
should fail the same day. But where 
the non-clearing bank fails, and a 
customer endeavors to use a clearing 
house bank as an agent to collect a 
check on the failed bank, the pay- 
ment of such check is not necessary 
to the bank’s protection, and such 

*See statement of Samuel Untermeyer, of 


counsel for receiver of Madison Square Bank, 
in N. Y. Evening Post, August 25, 1896, 


a case should not come within the pro- 
tection ofthe rule. If this is not the 
law, it should be. The banks should 
not be used as catspaws to pull oth- 
ers chestnuts out of the fire. We do 
not see why the clearing house should 
not adopt an amendment prohibit- 
ing any member from receiving on 
deposit, or undertaking the collection 
of, checks on failed banks. 

To our mind the proper construc- 
tion of the clearing house rule, is a 
liability of the clearing member to 
other members for such checks only 
on the failed bank, as the member 
shall have given value for, prior to 
notice of the failure. This would re- 
lieve the clearing member from pay- 
ing all ‘‘fraud”’ checks drawn after 
the failure; as well as allchecks drawn 
before the failure, but not accepted 
for value given by a member bank 
before notice of the failure. As the 
clearing member could not distin- 
guish between the two classes at the 
time of presentment, its only course 
would be to either refuse payment of 
all, or else pay all, under protest, 
reserving the right of recourse for 
those checks for which the collecting 
bank had not given value before ac- 
quirement. 

Is there anything different from the 
above view of the law in the court of 
appeals decision in the Madison Square 
Bank case? We think not. That 
was an action in which the clearing 
agent was defending itself for having 
paid checks on the failed bank after 
knowledge ofitsinsolvency. Thecourt 
of appeals justified it because it was 
bound by the clearing house rule to 
pay all bona fide checks, and when 
it made the payment, knew of noth- 
ing irregular in any of them, and had 
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the right to presume they were held 
for value. But the court said: 


“If the evidence showed any know- 
ledge in the St. Nicholas Bank as to 
the particular checks as to which so 
much has been urged, or if it had 
such notice concerning the designs of 
their drawers as to make in an abet- 
tor in an unlawful scheme to obtain 
a preference over other creditors, 
a different question would have been 
presented.” 

And again: 

“‘ The presumption was that every 
check presented at the morning's 
clearings was held for value, and it 
was forthe plaintiff ( representing fail- 
ed non-member) to rebut that pre- 
sumption and to show that the banks 
presenting the checks were not act- 
ing in good faith in what they did, 
but merely as agents for the drawers 
in obtaining the funds drawn against.” 


This language, we think, is pretty 
clear to the effect that while a clear- 
ing bank will be protected in paying 
checks on a failed non-member where 
it knows of nothing wrong in their 
issue or presentation, such bank can- 
not be compelled, under its clearing 
house liability, to pay checks fraudu- 
lently drawn after the failure, nor 
any checks in fact, of which the pre- 
senting bank has not become a hold- 
er, for-value, in good faith, before 
notice of the failure reaches it; and 
this result, we predict, will be the 
outcome as to the $103,000 of checks 
drawn on the Bank of Staten Island 
after the latter’s failure. 


In many cases, as is well- 
known, men who do busi- 
ness, have the substance 
of their property in their wive’s names 
or, legally speaking, the wife is the 
owner of the property, and when it 


Wife’s 
Liability. 


LAW JOURNAL. 


becomes necessary to obtain a loan 
from a bank, the wife, as the sub- 
stantial member of the marital part- 
nership, is called upon to sign a note 
or obligation, together with the hus- 
band, to make it a substantial se- 
curity. Now, in many states, the 
common law disability of the wife to 
bind herself by contract, whether as 
principal or as surety for her hus- 
band, has only been partially remov- 
ed; each state has its own pecu- 
liar condition of law upon this sub- 
ject; and it would seem a matter of 
the utmost importance to banks in 
every state, whichso often loan money 
upon the wife’s security, or surety- 
ship, to know thoroughly, the law 
of their own particular state at least, 
governing the liability of married 
women as parties to the notes or 
contracts between husband and bank. 
Yet it is with the utmost frequency 
that the Journal reports decisions of 
cases, first from this state, then from 
that, adjudging lossesto banks, which 
have advanced money upon a wife’s 
responsibility as surety or pledgee 
of property for her husband, by rea- 
son of inability to hold the wife upon 
the contract she has entered into. 
The latest case which we have comes 
from Kentucky. A bank discounted 
a note signed first by the wife, then 
by the husband. The husband used 
the proceeds. The bank sued the wife 
on the note but the court holds it 
cannot recover. Under the statute 
of Kentucky for the protection of 
married women,a wife cannot be held 
liable as surety for her husband by 
virtue of her mere note, but in order 
that she be bound, her estate must 
be set apart by mortgage or other 
conveyance. In the transaction, the 
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wife was in fact surety and being 
such, the court held that the fact of 
her signing the note first, was im- 
material; the note was void as to her. 

It would seem that all bank offi- 
cers in Kentucky whose duties com- 
prehended the loaning of money toa 
husband upon the suretyship of his 
wife, should be familiar with “this 
statute and require an obligation of 
such form and character as would 
bind the wife; yet here is one in- 
stance where a bank has lost its 
money through ignorance ofthis very 
thing, and it is probably the case 
that many bank officials in the state 
would duplicate the transaction 


should the occasion present itself. 


Theannual report of the 
Superintendent of Banks 
of thestate of New York 
stamps Mr. Kilburn as 
an official most vigilant and ever- 
watchful over the institutions com- 
mitted to his supervision by the people 
of the state, and as possessing an in- 
timate knowledge of existing condi- 
tions and an intelligent judgment of 
what should be done by the legislature 
to makeeven more perfect, the system 
of banking and financial operations 
in the Empire State. 

The superintendent’s final triumph 
over the wreckers of the New York 
Building-Loan Banking Company has 
been most complete and the result 
has justified his far-seeing judgment 
of the unsafe nature of operations so 
conducted, formed several years ago, 
and at a time when neither the courts, 
nor public opinion, was on his side; 
he has now paved the way for legis- 
lation which will protect the people 
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from similar operations in the future. 
Equally masterly was his ,handling 
of the affairs of the Trust Company 
of the Republic at a time when that 
institution had made unauthorized 
loans upon the securities of the ship- 
building trust of a stupendous sum, 
and was threatened with insolvency. 
By careful management, a recovery 
of nearly four million dollars was had 
and the institution saved from in- 
solvency by cutting its capital in two 
and charging off a loss of upwards 
of a million. 

Mr. Kilburn in his report makes a 
suggestion of legislation governing 
trust companies, prohibiting the in- 
vestment of more than ten per cent. 
of its combined capital and surplus 
in the stock of any private corpora- 
tion, which would give the superin- 
tendent the clear right to prevent 
such excessive loans to a single en- 
terprise in the future. He also recom- 
mends that trust companies be re- 
quired to keepa cash reserve equal 
to that required of state banks which, 
in the city of New York, must be 15 
per cent., one half in cash, and in 
the balance of the state, ten per cent., 
one-half in cash. But it would seem 
clear that there is no such necessity 
of reserve for that class of deposits 
known as “‘ trust deposits,”’ which are 
not subject to the active demands of 
business but are of an investable na- 
ture, and the superintendent, himself, 
virtually admits this for he states 
that “it may be that all reasonable 
requirements would be satisfied if such 
funds were excluded in ascertaining 
the amount upon which the reserve 
should be computed.” 

Thesubject ofthe weekly statements 


of the New York Clearing House is 





6 THE BANKING 


taken up by the superintendent who 
demonstrates that the statements are 
inadequate and misleading, showing 
in reality only about one-half the en- 
tire volume of business in the Metro- 
polis. He suggests, in addition to 
a legislative requirement as to trust 
company reserve, the propriety of also 
requiring an accurate weekly state- 
ment of the condition of all trust 
companies and state banks in the city 
of New York. This, together witha 
statement of the clearing house banks 
and the banks that report to the 
clearing house would result, the super- 
intendent says, in a comprehensive 
and substantially correct weekly re- 
port of financialconditionsinthe city. 

Many other important matters are 
stated and discussed in the report, 
an extended synopsis of which is pub- 
lished in this number of the Journal. 


A bank in Mississippi 
required a guaranty 
by responsible par- 
ties, as matter of security for ad- 
vances from time to time desired by 
its customer. The guaranty it took 
was in this form: 
“Dec. 6, 1898. 
‘‘We hereby guaranty the ac- 
count of Calmes & St. John Co. 
with the Merchants & Farmers 
Bank to the amount of $2,500. 
It is agreed and understood that 
this guaranty is to cover all 
amounts which above firm may 
owe the bank to the above speci- 
fied amount. 
“(Signed by two guarantors).” 
Then the bank went ahead and con 
tinued to make advances to its cus- 
tomer from time to time, upon the 
strength of the above guaranty. Fin- 
ally the bank brought suit on the 
guaranty for a balance due on the 
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account which the customer was un- 
able to pay. The decision of the 
court must have surprised the bank’s 
officers : the guaranty was not a con- 
tinuing one and was confined to the 
account as of its date, December 6, 
1898. The bank therefore could not 
hold the guarantors for subsequent 
advances to its customer. 

The experience of the bank in this 
case should lead other banks to over- 
haul their documents of guaranty to 
more carefully determine their worth 
as security for advances made after 
their date. Knowledge of the law of 
guaranty isa necessary part of the 
equipment of every bank officer. 


The doctrine which origi- 
nated, and has subse- 
quently been repudiated, 
in Texas, but which still prevails in 
two or three of the southern states, 
that a bank, purchasing a draft with 
bill of lading, warrants the quantity, 
quality and condition of the goods 
to the drawee, has no foot-hold in 
the state of Washington, as may be 
inferred from a recent decision of the 
supreme court of that state. A car- 
load of oranges was shipped from 
Florida to Seattle, and the consignee 
took up the draft and bill of lading 
by his check delivered to the bank 
which held them. He then discovered 
the oranges were frozen, and stop- 
ped payment of his check. The court 
holds he must pay the check. Had 
the warrantor doctrine prevailed, the 
consignee would not have been re- 
quired to make his check good, or, 
if he had actually paid it, would have 
been entitled to recover the money 
upon the ground of breach of war- 
ranty. 


Bank as 
Warrantor. 
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THE LAW OF BANK CHECKS. 


A course of study of the rules of law and the established customs of busi- 
ness which have grown up and now exist in the United States 
governing the issue, use and redemption of the bank check. 


1. HISTORY AND UTILITY. 


1. Utility of Checks. 

2. History—Goldsmiths the Early Bankers. 
. The Note to Go to a Goldsmith. 
. The Goldsmiths’ Notes 


5. The Origin of Checks. 


HE BANK CHECK is, to-day, 
the most largely used of all ne 
gotiable instruments which take 

the place of actual money, and itisthe 
most powerful of all, in the economy 
of the currency which it effects. Aside 
from the smaller transactions of re- 
tail trade and the character of pay- 
ments made from vest-pocket or purse, 
over ninety per cent. of the payments 
in wholesale trade and in other af- 
fairs of substance throughout the 
country, are made by the use of checks 
or drafts on banks and bankers, as 
against less than ten per cent. with 
specie and paper money. 
UTILITY OF CHECKS 
Safety and convenience are the 
toundation stones which underlie the 
utility of the bank check. It is safer 


for a man to deposit his money with 
his banker than to keep it in his own 
possession, and it is more convenient 
for him to pay money by giving his 
check against his credit at the bank- 
er’s, than to deliver the money it- 
self; as well as safer, especially where 
the delivery must be entrusted to 
the mails. Usually, too, from the 
standpoint of the creditor receiving 
payment, a check is just as satisfac- 
tory, if not more so, than the actual 
money which it represents; and in 
important transactions, where a man’s 
check alone is not deemed sufficient 
fur an exchange of property, the con- 
tract of certification by the bank is 
super-added, to give it the higher 
credit of a bank obligation. The 
bank check of to-day, certified and 
uncertified, is, in fact, largely the 
successor of the bank note of the 
earlier days ofthe Republic. Then, the 
scarcity of coin was supplemented by 
bank issues of paper; to-day, apart 
from the limited volume of national 
bank currency, and the government 
paper issues, much of the work form- 
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erly done by the bank note currency 
is performed by the check against de- 
posits or credits in bank—and much 
better done, for, unlike many of the 
old state bank issues, there is no 
danger of inflation in a system of 
currency, represented by checks, drawn 
against actual deposits, and imme- 
diately redeemable. 


HISTORY—GOLDSMITHS THE EARLY BANKERS. 


The bank check of the present day 
in this country, being of such univer- 
sal use and importance, a brief in- 
quiry will be of interest concerning 
its genesis and development. What 
is the history of the bank check and 
of the laws which govern it? 

We derive the bank check from Eng- 
land, but in some features connected 
with its use have departed from the 
original, so that the English bank 
check and the American bank check, 
present, to-day, certain differences 
which will be stated later. 

The following paragraph from Hay- 
dn* indicates the origin of banking 
in England: 

“The first established was in Italy, 
A. D. 808 by the Lombard Jews, of 
whom some settled in Lombard Street, 
London, where many bankers still 
reside. The name is derived from 
banco, a bench, which was erected in 
the market-place for the exchange of 
money. The mint in the Towerof Lon- 
don was anciently the depository for 
merchants’ cash, until Charles I laid 
his hands upon the money, and des- 
troyed the credit of the mint in 1640. 
The traders were thus driven to some 
other place of security for their gold 
which, when kept at home, their ap- 
prentices frequently absconded with 





* Dictionary of Dates. 
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to the army. In 1645, therefore, they 
consented to lodge it with the gold- 
smiths in Lombard Street, who were 
provided with strong chests for their 
own valuable wares; and this became 
the origin of banking in England.” 


THE NOTE TO GO TO A GOLDSMITH 


The merchant of to-day pays his 
money away by check on his banker. 
How did the merchant of early times 
who kept his money on deposit with 
the goldsmith, later called the bank- 
er, make payments from his depos- 
it? We obtain an insight into the 
method of payment in use in the 
year 1651, just a few years from the 
time when deposits were first made 
with goldsmiths, from an old treat- 
ise published in that year by John 
Marius ‘‘ Publick Notary,” entitled 
‘“‘Advice Concerning Bills of Ex- 
change,”’ in which the following lan- 
guage is found: 

“When a bill of exchange is due, 
and the party to whom it is pay- 
able, or his servant, comes for the 
money to the party who hath accept- 
ed the bill, and ought to pay the 
same, demanding payment thereof; 
and he writes him a note to go to 
a goldsmith, or to such a place to 
such a man, and there orders the 
money to be paid * * * I would 
advise the party who is to receive 
the money, to keep his bill in his 
custody, until he has received his 
money by assignment, as above, and 
then he may either leave his bill with 
the goldsmith, or party of whom he 
hath received the money, or else he 
may carry the bill back to the party 
which gave him the note to receive 
the money by, according as he shall 
order him.”’ 

Marius goes on to say that the 
contrary is sometimes practised, to 
surrender the bill on receipt of the 
note, before obtaining the actual 
money, but advises against it for 
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‘if the money be not presently paid 
me at the time upon such a note, I 
am hindered from protesting my 
bill of exchange which I have deliv- 
ered up, as satisfied’’ and the holder, 
instead of having drawer and accept- 
or of the bill both bound, has only 
the acceptor on the note. He says: 
“If I deliver up my bill on receipt 
of his note, and then not have any 
money, I must rest only upon him 
for my money, and dance after his 
pipe, which I conceive not convenient; 
only I conceive it good for the party 
that makes such a note to mention 
in it the party’s name to whom the 
money is to be paid, and upon pay- 
ment of the money to take up that 
note and bill of exchange, and then 
there can be no danger. But sup- 


pose I give such a note to receive 
the money by, not mentioning in it 
to take up my bill of exchange, the 
party to whom | give this note, re- 
ceives the money, assigns his bill of 
exchange which he hath on me, to 
another man, and plays the knave 


and absents himself; cannot this 
other man sue me for the money on 
my accepted bill? I answer, he can, 
and therefore it is good to know the 
party to whom I give such a note, 
and mention in- my note that upon 
payment of the money, the gold- 
smith do take up my bill of exchange 
with that note.” 


From this it would appear that 
the earliest method of paying money 
on deposit with a goldsmith was by 
giving the creditor a “note to go 
to a goldsmith” where the depositor 
“orders the money to be paid” 
either to the bearer or to a named 
party to whom the money was to 
go. This note or order was, of 
course, immediately payable, and 
bears a striking resemblance in its 
essential features to the bank check 
of the present day, which is nothing 
but an order on a banker to pay 
a sum certain, on demand, to the 


payee named or order or bearer; ex- 
cept that the bank check of to-day is 
legally recognized as a negotiable 
instrument—a demand bill of ex- 
change on a banker—and when pay- 
able to order is assignable by in- 
dorsement, while the note on a 
goldsmith was probably not assign- 
able and its nature as a bill of ex- 
change was not recognized, as there 
is no mention of protest or notice 
of dishonor to the writer of the note 
in the event of non-payment. 


THE GOLDSMITHS’ NOTES. 


Twenty years later, say about the 
year 1670, came the introduction of 
goldsmiths’ notes, which were promis- 
sory notes issued by goldsmiths 
payable on demand, constituting 
evidences of deposit and which could 
be paid away by the depositor; and 
these notes, afterwards called bank- 
ers’ cash notes, were in course of 
time, gradually superseded by the 
introduction and use of checks on 
banks. Upon this subject Chitty in 
his treatise on the law of Bills of 
Exchange says :* 

‘Bankers’ cash notes, formerly 
called goldsmiths’ notes, are in 
effect promissory notes given by 
bankers, who were originally gold- 
smiths. From Lord Holt’s judg- 
ment in the case of Buller v. Cripst 
it appears that these notes were at- 
tempted to be introduced by the 
goldsmiths about thirty years pre- 
viously to the reign of Queen Anne} 
and were generally esteemed by the 
merchants as negotiable; but Lord 
Holt as strenuously opposed their 
negotiability as he did that of com- 
mon promissory notes, and they 
were not generally settled to be ne- 

* Chitty, Bills, page 522; published in 1799. 

+ 6 Mod. Rep. 29, 30. 

t This would be about the year 1670. 





| 


10 THE BANKING 


gotiable until the Statute of Anne 
was passed,* which relates to these 
as well as to common promissory 
notes. They appear originally to 
have been given by bankers to their 
customers, as acknowledgments for 
having received money for their use; 
they may be, and generally are pay- 
able to the bearer. At present, cash 
notes are seldom made except by 
country bankers, their use having 
been superseded by the introduction 
of checks. When formerly issued by 
London bankers, they were some- 
times called shop notes. In point 
of form they are similar to common 
promissory notes, payable to bearer 
on demand.” 


Macleod gives a copy of the oldest 
goldsmith’s note which has _ been 
preserved. It was found among the 
papers in Temple Bar when that 
structure was destroyed. It reads: 


Nov. 28, 1684 
I promise to pay unto Rt. hon- 
ble, ye Lord North and Grey, 


or bearer, Ninety pounds on de- 
mand. 


For Mr. Francis Child and myself 
Jno. Rogers. 


These notes had a limited currency 
at this period of time which was 
temporarily checked, as stated by 
Chitty, by the adverse rulings of 


the courts under the influence of 
Lord Holt. But this was only tem- 
porary for the statute of Annet 





*Vear, 1704. 

+3 and 4 Anne, C.g. “All notes in writing 
made and signed by any person or persons, 
whereby such person or persons shall promise 
to pay to any other person, his, her or their or- 
der, or to bearer, any sum of money mentioned 
in such note, shall be taken and construed to 
be, by virtue thereof, due and payable to any 
such person or persons to whom the same is 
made payable; and also every such note shall 
be assignable or indorsable over in the same 
manner as inland bills of exchange, and the 
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established the negotiability of gold- 
smiths’ notes, as well as ordinary 
promissory notes, both payable to 
bearer and to order, and early in 
the eighteenth century we find notes 
issued by the goldsmiths to their 
customers in common use, as a 
method of payment by the customer 
to his creditor. Equally with the 
later bank check, the person to 
whom a goldsmith’s note was paid 
away was required to present it for 
payment with diligence, else the 
money was at his risk if the banker 
failed. There are several cases in 
the early reports of this period} 
illustrating the degree of diligence 
required. In one,| a man received 
in payment a goldsmiths’ note at 
twoo’clockin the afternoon, and next 
morning at nine o’clock presented 
it at the goldsmith’s, who had a 
quarter of an hour before, stopped 
payment. It was held that no cred- 
it had been given to the goldsmith, 
and therefore the party who gave 
the note must bear the loss. But in 
the case of the East India Company 
against Chitty§ it appeared, that at 





person or persons te whom such sum is by such 
note made payable, may maintain an action 
for the same, in the same manner as they might 
do on an inland bill of exchange made or drawn 
according to the custom of merchants, against 
the person or persons who signed the same; 
and any person or persons to whom such note 
is indorsed or assigned, or the money therein 
mentioned ordered to be paid by indorsement 
thereon, may maintain an action for such sum 
of money, either against the person or persons 
who signed such note, or against any of the 
persons who indorsed the same, in like manner 
as in the cases of inland bills of exchange.” 

+ See 1 and 2 Strange’s reports, covering the 
period from 1715 to 1748. 

| 1 Strange, 415. 

§ 2 Strange, 1175. 
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half past eleven in the forenoon, Chit- 
ty who was indebted to the company 
paid them a note of Caswell & Mount, 
goldsmiths, in Lombard Street. The 
goldsmiths continued to pay all notes 
till the next day at two, and imme- 
diately after they had stopped pay- 
ment, the company’s servant came 
with the note. On the examination 
of merchants it was held that the 
company had made it their own, by 
not sending it out the afternoon it 
was received, or at furthest the next 
morning. These and similar cases 
suffice to show, first, that the money 
deposited with the goldsmiths was 
not always.safe, and also the ex- 
treme diligence which the holder of 
a goldsmiths’ note, received from 
another, must use in collecting it, 
to preserve recourse upon the giver 
in the event of its dishonor by the 
goldsmith. 

It was but natural that the primi- 
tive note to go to the goldsmith, 
which was not transferable, and the 
goldsmith’s note, which was in the 
nature of a banker's certificate of 
deposit and which, although trans- 
ferable, represented a fixed amount 
deposited and did not represent the 
precise amount which a depositor 
might desire to pay away, should 
in time give way to an instrument 
which, in addition to being trans- 
‘erable, would represent the exact 
amount which a depositor desired 
to pay and so, after a time, there 
came into use what is now known 
as the check on the banker (though 
not at mrst so called), a_ transfer- 
able inst. ament drawn for such speci- 
fied amount of the deposit as might 
be desired in making a payment and 
uniformly, at first, made payable to 


11 


bearer or, what is the same thing, to 
‘“*A or bearer.” 


THE ORIGIN OF CHECKs. 


We are unable to ascertain at just 
what point of time the practice be- 
ganof drawing an order on the bank- 
er payable to “‘A or bearer,’ which 
finally| supplanted the banker's cash 
note. It was probably in common 
use as early as the year 1750. Its 
legal nature as a negotiable instru- 
ment was first judicially established 
in the year 1764.* The following is 
the reported statement of the facts 
in that case: 

“The defendant Vaughan, a mer- 
chant in London gave a cash-note 
upon his banker to one Bicknell, a 
husband of a ship of his, which note 
was dated London, 22 October 1763 
and directed to Sir Charles Asgill, 
who was Vaughan’s banker, and was 
worded thus—‘Pay to Ship Fortune 
or Bearer,’ so much. Bicknell, by 
some accident, lost the note. The 
person who found it came, four days 
after the note was payable in Lon- 
don, to the shop of Grant, the plain- 
tiff, and bought five pounds worth 
of tea, and gave him the note in pay- 
ment, desiring him to give the change 
out. Grant stepped out to make in- 
quiry who this Vaughan might be 
and upon being informed that he was 
a very good man and that it was 
his handwriting, he readily gave the 
change out of the note, retaining the 
price of the tea. Vaughan upon be- 
ing apprised Bicknell had lost the 
note, sent notice to Sir Charles As- 
gill not to pay it. Whereupon Grant, 
being refused payment, brought his 
action on the case against Vaughan”’ 
etc. 

This is the ordinary case, we see, 
where the drawer of a bearer check 
stops its payment, because it has 
been lost, concerning which, as every- 


* Grant v. Vaughan, 3 Burrow’s Reports, 1516. 
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body knows nowadays, the drawer 
is liable to a bona fide purchaser 
from the finder. But at that time 
it was strenuously contended that 
the instrument was not negotiable. 
Vaughan’scounselinsisted that ‘‘such 
a draught as this’’ cannot be con- 
sidered a negotiable bill of exchange, 
for ‘it was not accepted, nor indors- 
ed, nor was it protestable nor en- 
titled to any days of grace. It was 
only a mere contrivance or conven- 
ience between the banker and the 
purchaser who keeps cash with him.”’ 
He insisted ‘‘that these cash notes 
are never intended to be generally 
negotiable.”’ 

Grant’s counsel contended on the 
other hand that “this bill or note” 
was in its nature negotiable and that 
such bills were in fact always con- 
sidered as negotiable and actually 
negotiated and commonly circulated 
as cash. As to the objection that 
it was not a bill of exchange because 
not accepted nor protestable nor in- 


dorsable nor entitled to days ofgrace, ' 


it was, nevertheless, a negotiable in- 
strument and it was not necessary 
that it should be a bill of exchange. 

The question of fact was submitted 
toa special jury of merchants ‘‘wheth- 
er such notes or bills as this are in 
factand practice negotiated” and the 
jury found that they were not. The 
judges, however, held that this was 
against the weight ofevidence as the 
fact of negotiating such instruments 
was plain andnotorious. They furth- 
er held that the question of nego- 
tiability should not have been sub- 
mitted to the jury as it was not one 
of fact, but one of law, and the de- 
cision was made that the “ note’”’ was 
negotiable and that the bearer could 
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maintain an action on it, as bearer, 
where he could entitle himself there- 
to ona valuable consideration. Lord 
Mansfield in rendering the decision 
cited a case between Walmsley and 
Child, 11th December 1749, where 
one of Mr. Child’s notes, payable to 
bearer, was lost or stolen and pay- 
ment stopped by the true owner who 
demanded that it should be paid to 
him. Mr. Child refused to pay with- 
out surety against the demands of a 
futurebearer The true owner brought 
action which was dismissed unless the 
true owner would find security upon 
the principle that ‘‘no dispute ought 
to be made with the bearer of a cash- 
note who comes fairly by it; for the 
sake of commerce, to which the dis- 
crediting of such notes might be very 
detrimental.’’ Reference was also made 
to the statute of Anne putting notes 
upon the footing of inland bills of 
exchange and particularly specifying 
those payable to bearer. These con- 
siderations led to determining the 
instrument in suit to be negotiable 
and enforceable by any good faith 
bearer, free from equities, 

We observe that the instrument in 
this case ordering the banker to pay 
‘‘Ship Fortune or bearer,” is not 
designated as a ‘“‘check,’’ but as a 
“note or bill;’’ also as a ‘‘cash note 
on a banker;”’ yet it would appear 
that at this very time, and even 
earlier, in the Bank of England,t+ the 
term ‘‘check’’ was applied to it. In 
the second edition of Beawes Lex 
Mercatoria, which was published in 
1761, the following interesting ac- 
count is given of the method of mer- 
cantile transactions in the Bank of 
England, in which we are made ac- 


+ The Bank of England wasestablished in 1694 
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quainted with the “ check,” and the 
‘“‘pass-book"’ as well, and are also 
given a description of the ‘“ write- 
off ,"’ which corresponds to the mod- 
ern counter check : 

“At first, who ever has a mind to 
keep his cash with the bank, must 
give a specimen of his firm, in a book 
kept for this purpose, and apply to 
the firstclerk of these accounts (com- 
monly called the drawing accounts) 
who will give him a book, wherein 
his account is opened, which book he 
takes away with him, and for which 
it is customary to give half a crown; 
the person will likewise receive a 
Parcel of Checks (of whose numbers 
an account is taken by him that 
deals them out) on which he is to 
draw on the bank as he shall have 
occasion. 

‘‘ Inthe books (which are of several 
sizes) different columns are adapted 
for the entry of cash, paid and re- 
ceived, and also for the entry of 
bills deposited till due, when they 
become cash to be passed forward, 
which is done the first time the book 
is carried to the bank, after they are 
received. 

“Whenever you have any cash to 
pay in, you carry it to the bank, with 
your book, in which you have credit 
immediately given for it; and on the 
contrary when you want to pay, you 
draw the sum on one of your Checks, 
in the following manner: 


August 21, 1751. 
To the cashiers of the Bank of 
England 
Pay toMr. A. B. or bearer, on de- 
mand, Two Hundred Pounds, ten 
shilling, and two pence; for the 
account of CD 


4,200: 10: 2. 


“whichis immediately complied with, 
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and debit your account in the bank 
book; and whenever you are desir- 
ous of having your account examin- 
ed, you carry your book, and leave it 
for a day or two in the accountant’s 
office; and on your taking it again, 
you will find every draught you have 
made, entered, and your checks re- 
turned you, cancelled : and no money 
will be paid, either to yourself or 
your order, without such a draught, 
or what is called a write-off, which 
are printed slips of paper, with blanks 
left for the sum wanted and are al- 
ways lying, with pens and ink, at a 
desk in the great hall, for every one 
to make use of at pleasure and when 
filled up are as follows: 





August 21, 1751. 
Write-off from my bank book, 
One Hundred and Fifty-seven 
pounds and ten shillings and six 


pence. S. T. 
£157: 10: 6. 


‘“‘which you give to any of the clerks 
sitting at the left hand going into 
the hall for the purpose, and he deb- 
its you the sum therein desired, and 
gives you money or notes for it, 
which you please; reserving the write- 
off as a voucher.” 

From this it would appear that 
the term ‘‘check,’’ as applied to the 
customer’s order on his banker pay- . 
able to ‘“‘A or bearer”’ originated and 
was first used in the Bank of Eng- 
land with reference to drafts or or- 
ders on that institution while for 
nearly half a century later, similar 
orders on the bankers of London 
were termed ‘drafts on bankers.” 
In a case which came before Lord 
Mansfield in 1786,{ he refers to a 
case tried before him five years pre- 


4 Tindal v. Brown, 1 Term. Rep. 167. 
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viously wherein the jury were ‘ ob- 
stinate,”’ because they “struggled so 
hard in spite of the opinion of the 
court, to narrow the rule”? and to 
require that ‘‘you must in certain 
cases demand payment on a _ bank- 
er’s draft within an hour.’’ Here is 
no mention of such an instrument 
as a check, and Kyd, who wrote a 
small treatise on bills of exchange 
and promissory notes in 1790, still 
designates the order on the banker 
as a draft. He says:* 

‘Bankers’ cash-notes anddrafts on 
bankers aresofarconsidered as money 
among merchants, that they receive 
them in payment as ready cash; and 
if the party receiving them, do not, 
within a reasonable time, demand 
the money, he must bear the loss in 
case of the banker’s failure.”’ 


The first designation in any judi- 
cial decision of the draft on the bank- 
er as a ‘“‘check”’ so far as we are able 
to ascertain, occurs in the case of 
Boehm v. Sterling, decided in 1797, 
7 Term Rep. 423. The action was 
upon the following instrument: 


Bartholomew Lane, London, 
17th February, 1796. 
Messrs. Down, Thornton, Free 
and Cornwall, 

Pay Mr. Dobson or bearer Twenty- 
four hundred forty-four pounds, 
fourteen shillings. 

Sterling, Hunters & Co. 
£2444 :14. 


In the declaration the instrument 
is referred to as a bill of exchange. 


* See page 41. 
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It is also referred to in the case as a 
“check upon their banker;”’ also as 
a “draft on Down & Co.”’ Lord Ken- 
yon declared ‘‘suchchecks negotiable.’ 

In the last half of the eighteenth 
century, therefore, we find the check 
on the Bank of England payable to 
“‘A or bearer,’’ and the similar draft 
on the London banker, also coming 
to be called a “ check,”’ in continually 
increasing use, gradually superseding 
the banker’s cash note, and admit- 
ted by the courts into the family of 
negotiable instruments. To complete 
its history, it will be necessary to show 
how the instrument gradually de- 
veloped from one payable only to 
bearer, to an instrument payable to 
order as well, on both sides of the 
Atlantic, and certain differences which 
came intoexistence, when this change 
took place, in the effect of the Eng- 
lish and the American check payable 
to order. 

Also as part of the history of the 
check, it will be necessary to show 
how it grew to be judicially recog- 
nized, more and more, as a_ species 
of bill of exchange,—indorsable, sub- 
ject to protest, capable of being ac- 
cepted or certified, though never en- 
titled to grace—and certain matters 
of legislative regulation which enters 
into its history. 

We shall complete the history of 
the bankcheck in the February Jour- 
nal, and begin a statement of the 
law in detail concerning it, in March. 

(Zo be Continued.) 
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THE MODERN COLLECTION DEPARTMENT. 


ADDRESS DELIVERED BY SIDNEY WINDER WATERMAN, MANAGER, COLLECTION DEPARTMENT 
FRANKLIN NATIONAL BANK, BEFORE PHILADELPHIA CHAPTER, AMERICAN INSTITUTE 
OF BANK CLERKS. 


OMETIME ago I was asked by 
our esteemed President to ad- 
dress you on the subject of 

“The Collection Department.” I 
was somewhat surprised, however, 
when reading the notice sent me for 
this meeting, to see that | was down 
to speak on ‘‘A Modern Collection 
Department,’”’ and while I do not 
wish to convey to you the impres- 
sion that the system which I advo- 
cate herein is the only modern one, 
yet in my experience it is the best 
and gives the most satisfaction. 

To give this subject due consider- 
ation would take more time than 
has been allotted me and I will, there- 
fore, limit my remarks to the re- 
ceiving, entering and forwarding of 
items. 

The Collection Clerk of a large 
city bank will find upon his arrival 
in the morning a volume of mail 
ready for his attention. The first 
thing to do is to check the items off 
the letters, and in doing this he 
should be very careful to see that 
all instructions as listed in the let- 
ters are noted on the items. He 
will sometimes find that the corres- 
pondent lists an item in the letters 
as ‘“‘No Protest,’”’ but fails to attach 
a ‘“‘No Protest” tag to the item 
itself. Should he neglect to notice 
that the item is listed on the cor- 
respondent’s letter as ‘‘No Protest” 
and forward it as protestable, cer- 


tainly his bank would have to pay 
the fees if the item is returned pro- 
tested. This naturally does not 
please his employers. Again, he 
should be careful to see that Bills 
of Lading are actually attached to 
drafts when so listed. Quite often a 
correspondent will have a draft with 
an invoice attached and list it as a 
Bill of Lading. Sometimes’a corre- 
spondent will send a draft drawn at 
sight, but listed in their letter ‘“‘Hold 
for Arrival of Goods.’”’ Should he 
have such a draft and present it to 
the drawee who refuses to pay it as 
drawn, claiming the goods have not 
arrived, and it is returned to the 
correspondent, they quite rightly will 
desire to know why the draft was 
not held and they notified of the 
facts in the case. Besides this they 
will also inquire why the party was 
not informed that the draft could 
be held. 

I have only mentioned a few of 
the many things one encounters in 
checking off the maii in order to 
show you how carefully it must 
be done. In checking off the mail 
several different marks are employed 
to denote the character of the items. 
For collection items an ‘‘O”’ is used, 
for cash items a short straight line 
(—), for collection items returned 
unpaid an ‘‘X,” and for cash items 
returned unpaid an “XC,” under 
which in small letters is put the 
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name of the correspondent to whom 
the item will be returned. This 
helps if at any time you wish to 
look up an item. Every effort 
should be made to have correspond- 
ents use a separate letter for their 
collection and cash items, but some- 
times this cannot be done and when 


Form 81 
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“such is the case the advantage of 
having distinct marks for checking 
each class of items is apparent. 

The mail all being checked, the re- 
ceipt of letter and its items are ac. 
knowledged on a form reading as 
follows : 





NATION AL BANE, 
(COLLECTION DEPARTMENT). 


PHILADELPHIA, 


¢ In receiving items on points outside of Philadelphia, this Bank agrees to use the same care with all paper en 


trusted to it as it does with its own, but assumes no responsibility for any loss in the mails, or by reason of any 


negligence or default of its correspondents. 


The clerk having kept the foreign, 
city and returned items separate, 
the next step is to endorse the items 
to be forwarded and cancel the en- 
dorsements on those items which 
have been returned, and in this con- 
nection I would call your attention 
to the advantage of incorporating 
the date in the endorsing stamp; 
besides facilitating the finding of 
the entry, should the item be re- 
turned unpaid, it gives the bank to 
whom the item was sent the date 
of such and they can without trouble 
include it in their entry, and when 
they advise payment of the item 
should it be paid they can advise 
the correct date when sent, which is 
also a help. The items now all 


being endorsed the clerk endorses 
all Bills of Lading attached to them 
with the following stamp: 


NOTICE.—This bank hereby notifies all 
parties concerned, that it is responsible neither 
Sor the quantity, quality, nor for the delivery 
of goods covered by this bill of lading, or 


otherwise. 


—— National Bank, Philadelphia. 


Quite a number of banks use this 
stamp, and the idea is a good one. 

After this is done the clerk sorts 
the items to be forwarded as to their 
respective places of payment, being 
particular to see that they are sent 
as direct as possible, yet to those 
correspondents making the quickest 
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returns at the lowest rates, and in 
connection with this it will be found 
advantageous to use a card index, 
giving the terms, points handled and 
date of remittance of correspondents. 
The clerk is now ready to make his 
entries and for this purpose the double 
slip system, in my experience, is the 





— NATIONAL BANK, 


PHIL. ADELPHIA. 


Collection 
Credit. 


EXCHANGE 


ADVISED PROCEEDS 
3 


Credit. 
POSTING 


FORWARDED........ .....FOR COLLECTION 


MAKER 


REMARKS 


The pads are perforated at the top 
and when the entry of each item is 
completed the forwarding clerk de- 
taches both slips from the pad and 
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best adapted for the handling of a 
large volume of business. These slips 
are made up in pads each of which 
hold twenty-five credit slips (printed 
on white paper) and twenty-five debit 
slips (printed on red paper), with a 
carbon sheet between them. These 
slips read as follows: 





—— NATIONAL BANK, 


PHILADELPHIA. 


Collection 
Debit. 


EXCHANGE 


PROCEEDS 


a §- 





FORWARDED FOR COLLECTION 


Debit. 


POSTING 


PAYER 


SET Seid wibs Cuvawe Ws dances tinwth io 


MAKER 


REMARKS ADVISE 


lays them to one side, face down. 
When all the items are entered, he is 
ready to file the slips away, keeping 
both debit and credit slips together. 





18 THE BANKING 


For this purpose a filing cabinet is 
used, a section being allowed for each 
correspondent, spaces also being re- 
served for those points which are sel- 
dom used. This cabinet is popularly 
called the ‘‘Live Box.’’ The slips be- 
ing disposed of, he is prepared to 
write his letters and the carbon sys- 
tem is brought into use again. The 
letter sheets are of two colors; white 
for the forwarding sheet and yellow 
for the copy to be retained. About 
an inch from the top of the sheets is 
a perforated line forming a square in 
which are punched two holes which 
fit on an arch file. The sheets are de- 
livered by the printer placarded, that 
is alternately, white and yellow. You 
can readily see how nicely this meth- 
od works, particularly by using only 
one carbon sheet, as that saves the 
blurring that would arise were a car- 
bon put between each letter. After 
the first letter is written it is thrown 
over the file and the action is con- 
tinued untilall are completed. Should 
at any time during the day an item 
be received on a point on which a 
letter has not been written, sheets can 
be easily inserted in proper place by 
opening the file and placing them in 
position. By this means at the end 
of the day the letters are all system- 
atically arranged. This cannot be 
the case where letter sheets are bound 
in book form unless a lot of them 
are wasted (and by wasting station- 
ery you do not increase the surplus 
of your institution, neither do you 
gain the good will or approval of 
your officers). The items returned are 
written ona separate letter from those 
being forwarded, the heading of these 
sheets being the same, the body 
only differing, spaces having been 
provided in which to list items re- 
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turned protested, recalled, and those 
unpaid. The letters all having been 
written, by securely holding the per- 
forated stub and detaching the sheets 
from it, you will have a clean lettei 
toforwardto yourcorrespondent and 
a legible copy to file away. For the 
purpose of filing these letters a cabi- 
net is necessary, consisting of 31 
spaces, thereby allowing a space for 
each day. By this means you can 
readily obtain a letter of any desired 
date. At the end of the month 
these letters are taken out of the 
cabinet and filed away according to 
the month. 

The forwarding clerk now encloses 
the items in the letter detached from 
the files and sends them to the vari- 
ous correspondents with the hope that 
they will be paid. This hope often 
is in vain, nevertheless some of them 
willbe paid and advices duly received. 
Upon receipt of these advices, cor- 
respondingentry slips, both debit and 
credit, are taken from the correspond- 
ents’ section in the filing cabinet and 
each marked “ paid,” with date, in 
blue ink; after which the debit and 
credit slips areseparated. The credit 
slips are sorted in the order as to 
correspondents beingcredited. Those 
credits for individual customers be- 
ing kept separate for the Individual 
Ledger book-keepers to make their 
record. The debits are sorted in the 
order as to the correspondents be- 
ing debited. A total is then struck 
of the Individual and General Ledger 
book-keepers’ credits, and also of 
the debits plus exchange charges, 
(should the collecting bank have 
charged any) which were deducted 
when the slips were taken from the 
filing cabinet; the totals agreeing, 
they are entered in a book provided 
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for that purpose. This completes the 
handling of the entries. With the old 
forwarding book method a descrip- 
tive entry had to be made of each 
item credited. Not so with the slip 
scheme, as you have already seen that 
the first entry made of the item also 
answers the purpose of a debit and 
credit when the itemispaid. With the 
old forwarding book method it was ne- 
cessary to enter the item when it was 
received and again enter it when it was 
paid, thus necessitating two entries, 

After the correspondents are ad- 
vised of the payment of the items and 
amounts credited to them, and the 
book-keepers credit their postings, 
the slips are ready for final distribu- 
tion. Theindividual depositors’ cred- 
its which have not already been en- 
tered in their pass-books, are sorted 
away in a wallet, awaiting that en- 
try when the customer calls. The 
rest, including the correspondents’ 
credits, are sorted according to where 
they were sent in a filing case con. 
sisting of many compartments, one of 
which is allotted to each correspond- 


PLEASE SIGN AND 
Received of ————— 


cir COLLECTION ‘etter of 


nclosing | 
returning \ 
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ent to whom we generally send items. 
This case is what is popularly called 
a ‘‘Dead Slip” case. The debit slips 
together with the slips of the return- 
ed items, which have been taken from 
the‘ Live Box”’ mentioned, and which 
have been stamped “ returned,” with 
the date, in red ink, are securely fast- 
ened together and filed away. These 
show the entries for the day. You 
can see that, first, by referring to the 
pigeon holes in the ‘‘ Dead Case”’ the 
record of all items sent any one cor- 
respondent, which have been either 
paid or returned, can be found, and, 
by referring to the ‘Live Case” a 
record of all items which have not 
been paid or returned can be found. 
Then again, referring to debits which 
have been filed away, a record of 
any single day may be obtained; so 
much for the filing of the entry slips. 

In order to receive acknowledgment 
of collection letters a private mail- 
ing card is used, one of which is put 
in each letter necessitating a receipt, 
a copy of which you will find below: 


RETURN AT ONCE. 


NATIONAL BANK, 


PHILADELPHIA, 


LGM) Sac aN RES items, as stated, for collection only. 


Back of Postal. 
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Private .°. Mailing .°. Card 


Authorized by Act of Cougress, May 19th, 1898. 


Place a 
ONE-CENT 
STAMP 


here 


NATIONAL BANK, 


COLLECTION DEPARTMENT. 


PHILADELPHIA, 
PA. 


Front of Postal. 


In a book specially designed for this 
purpose is a list of all correspondents 
and opposite the name is put the 
date of the letter the receipt of which 
is desired. When the receiving bank 
returns the card the date in the book 
is checked. At times it is necessary 
to write to banks that fail to return 
the card, but the percentage of those 
not doing so is very small, and by 
the use of this card an accurate re- 
cord is kept with a minimum amount 
of work. 

While the double slipsystem of hand- 
ling collections may not be perfect, 
yet the advantages so greatly out- 
number those of the old forwarding 
book method that I desire to impress 
upon you its many points of merit. 

You will notice that I have always 
referred to the double slip method. 
Some banks do not use the double 
slip method, but make one slip do 
for both debit and credit entry. I 
like the double method, for it takes 
no longer to write two slips than one, 
thanks to the carbon and it allows 
the General Ledger Debit and Credit 


clerksto post at the same time, there- 
by getting that part of the work 
out of the way as quicklyas possible. 
Besides this one has more ways of 
getting at past entries, which I have 
already described. 

In the slip scheme the ease of trac- 
ingis apparent, nothing but liveitems 
appearing before you. When an item 
is traced, a notation of the date of the 
inquiry is made in the corner of the 
slip. Thus a memorandum is kept 
of the date tracers were sent out. 
When they are returned and after the 
correspondent’s remarks are noted, 
they are filed and can be referred to 
at any moment. 

Should an item be recalled the slip 
is stamped in large letters across the 
face ‘‘ Recalled’’ together with date 
of recall. When tracing items it is 
an easy matter to watch recalled col- 


Jections and write correspondents if 


they have not been promptly return- 
ed. Many other features besides these 
are continually presenting themselves 
and to speak of them all would take 
considerable of your time; so let us 
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leave the Foreign collections and take 
up the manner of handling those col- 
lections that are payable in the city. 

City collections bring the Collection 
Clerk into immediate touch with the 
payer and it is highly important that 
he should have all the information 
possible concerning each and every 
item. The necessity of care in check- 
ing off the mail now makes itself more 
apparent than at any other time. In 
this case his bank is the actual col- 
lector of the items and he will want 
toknow ifthey are protestable, wheth- 
er documents attached are to be sur- 
rendered on acceptance or on pay- 
ment and whether draft may be held 
for arrival of goods if not paid on 
presentation. After he is sure of the 


nature of the items they are entered 
in the City Collection books the pages 
of which are divided into two parts; 
one part for the entry of depositors’ 


items and the other for those receiv- 
ed from correspondents. These pages 
are ruled into several columns; the 
first for marks or signs showing 
whether item is protestable; the sec- 
ond for the name of the depositor or 
correspondent, together with the date 
of the letter in which the item was en- 
closed; third for amount and the 
last columnforremarks. Inthis book 
are entered all notes, sight drafts 
and other items to be collected, and 
if any of the notes are payable at 
bank the name of the bank is noted 
besides the maker’s name. 

Notes before being entered should 
be carefully examined and timed, par- 
ticular care having been taken that 
they are properly endorsed. After 
they are entered and before they are 
filed away in their respective order 
of maturity, notice is at once made 
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out for those requiring same; these 
notices are enclosed in addressed en- 
velopes and sorted as to date of 
maturity. By this method one al. 
ways has the notices written up to 
date and can see that they are mail- 
ed at the proper time. When they 
are mailed the date of such is noted 
besides the entry in the City Collec- 


“tion book. This method in making 


out the notices upon receipt of the 
note and keeping a memorandum 
when they are mailed, avoids any 
possibility of the payer of the note 
not receiving notice. 

The notes having been dispensed 
with and the other items entered, 
they are ready for distribution to 
the several departments through which 
they will be collected. It is well to 
have a separate mark for each de- 
partment and when checking the 
items off the City Collection book, to 
place beside the entry th: mark of 
the department receiving them. By 
this means at any time during the 
day one can at a mere glance tell 
which department has the item. 
Where payment is refused effort 
should be made to have the parties 
on which the item is drawn state 
their reasons for non-payment. If 
possible to do so it is an excellent 
idea to have them jot down on the 
item the reason for the same, for 
besides avoiding any misunderstand- 
ing in the matter, it gives the drawer 
the information directly from the 
drawee. This information is always 
of value to the drawer, who will 
appreciate the service he has re- 
ceived. 

It is needless to say that there 
are some troublesome features con- 
nected with the City collection, chief 
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among which is the securing of 
payment of drafts ‘on arrival of 
goods.” Banks will not assume any 
responsibility in this matter and 
upon receipt of a draft calling for 
payment upon arrival of goods, 
immediately send their correspond: 
ent the following notification: ‘ En- 
closed in your letter of were 
drafts as per statement below with 
instructions attached ‘hold for ar- 
rival of goods.’ As we are abso- 
lutely dependent upon the consignee 
for knowledge of same, they being 
the only parties notified by the 
transportation company, we cannot 
become responsible for any failure 
to present this draft upon arrival 
of the shipment. We have presented 
same, however, and will hold pend- 
ing receipt of notice of arrival of 
goods.”’ 

Quite frequently the cars contain- 


ing the goods covered by the Bills 
of Lading attached to drafts are 


lost in transit. It always takes a 
considerable length of time for the 
railroads to locate these lost cars, 
yet the correspondents who send 
such drafts never fail to let us know 
that they have never been credited 
with same. Fromtime totimeinquiry 
should be made as to whether goods 
have arrived, and every means used 
to learn of their arrival, and as 
soon as you get information that 
the goods have reached destination, 
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you should be after the drawee for 
payment. 

There are many things that I 
have passed over without mention, 
but one thing connected with the 
Collection Department that I would 
bring prominently before you is theim- 
portance ofcollecting items promptly, 
mot only as quickly as your com- 
petitor, but more quickly, for if you 
can do this, you are giving better 
service than he and such being the 
case, does it not follow that your 
business will increase and is not this 
the object of every banking institu- 
tion? All efforts in this direction 
are, I feel sure, fully appreciated by 
your officers, and if they are aggres- 
sive men themselves, they will always 
help an employe better his depart- 
ment. My experience has been such, 
and many thanks are due for cour- 
tesy shown me by them at different 
times and for valuable suggestions 
they have given me. No matter how 
much help given or what system is 
used, the success of the Collection 
Department depends largely or en- 
tirely on the ability of the clerk 
handling the work, who should al- 
ways be aggressive, trying tc se- 
cure new accounts for his institution, 
alert for the betterment of his de- 
partment and untiring in his efforts 
to have the work accurately and 
promptly completed. 
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|= primitive method of exchange 

of property between mankind was 

by barter; then came the use of 
the precious metals, their value first 
determined by weight and later cer- 
tified by coinage, as things of value 
interchangeable, at a fixed standard, 
for all other kinds of property; and 
later still came the various kinds of 
paper money, representing and re- 
deemable in the precious metal value, 
as well as all the paper instruments 
growing out of commerce, such as 
bills of exchange, promissory notes 
and bank checks, ordering or promis- 
ing to pay money both on demand 
and in the future—all, whether class- 
ed as money or paper substitutes rep- 
resenting money, constituting a med- 
ium of exchange for property or ser- 
vices used in the business transac- 
tions of the country. 

Yet with all the various forms of 
money and money substitutes now in 
use by which our vast trade, com- 
merce and business industry is car- 
ried on, there is evidenced at certain 
seasons of the year and in certain 
sections of the country, a need for 
more money than is at command— 
necessitated by the harvesting and 
marketing of the great crops—and 
bankers and other currency experts 
have debated for many years various 
plans for a safe and elastic currency, 
consisting of bank notes, which may 
be issued at such times as needed and 
redeemed when the necessity for their 
use has gone, the final adjustment 
of the matter by government permis- 


sion and regulation still remaining 
unaccomplished. 

In a busy country like ours the art 
of economizing the currency by the 
use of substitutes for money has been 
developed to a high degree of effi- 
ciency. 

All our readers know the tremen- 
dous economy in the use of actual 
money effected by the clearing houses, 
operated upon the principle of set- 
off, and the great saving in the use 
of actual money made by the bank 
check which is the most powerful 
money economizer of all single in- 
struments representing values; these 
and similar economies effected by 
other classes of negotiable paper, by 
book credits and the like, are gen- 
erally known. 

But in particular localities are oc- 
casionally found devices not so gen- 
erally known, put into practical use 
by the people of the locality which, 
as between themselves, supply the 
need for actual currency which would 
otherwise exist; and in any study of 
the currency problem as a whole, 
these devices should be recognized as 
having their part in answering, to 
some extent, the demand for more 
currency. 

In this connection we have recently 
become aware of a system of trade 
checks in use between the merchants 
of Williams, Iowa, a town of 800 
population, and the farmers of the 
surrounding locality, operate under 
name of the “Williams Exchange,” 
concerning which a banker of that 
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place has favored us with the follow- 
ing brief description :* 

“The Williams exchange is no new 
idea, except the exchange part. Trade 


WILLIAMS 
/owb. 


checks have been in use fur years and 
the so called ‘fiat’ money herein use 
is nothing more than trade checks. 
The dealers of the town, to avoid buy- 
ing butter and eggsindividually, have 
agreed to have one place where this 
produce is purchased, each taking 
their part of the responsibility in 
proportion to the trade checks com- 
ing into their hands. The exchange 


gives the farmers checks in payment 
for their produce, payable in trade 
at the several places of business that 
are interested in the exchange. Of 
course the merchant does not know 
whether the farmer has cash, trade 
checks or is going to ask for time, 
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for the merchandise which he pur- 
chases. 

‘‘To simmer it downto a ‘nut-shell’ 
the exchange amounts to the same 
thing as the farmer taking his pro 
duce to an individual store and trad 
ing its value out in merchandise, ex 
cept that by having the trade checks 
he has the privilege of trading part 
or all at any of the stores. 

“‘The checks are not used to pay 
obligations, or in other transactions 
than as herein stated, for they are 
redeemable to the holder only in 
trade. 

“‘The merchants surrender the trade 
checks which they take in exchange 
for merchandise to a proper com- 
mittee, once a month, and receive a 
check on one of the bankst for the 
amount of checks so returned, less 
their proportion of loss on handling 
the product, if there be a loss. Most 
of the time there has been a smal! 
loss.”’ 

This system, we see, is merely an 
extension of the simple operation of 
barter—wherein the farmer takes his 
produce to a single store and receives 
therefor, merchandise, a book cred- 
it, or a trade check,—to a number of 
stores combined in an exchange, the 
exchange being an agency of the 
stores, buying the produce from the 
farmers, distributing it among the 
stores or, presumably selling some of 
it elsewhere, and paying for the same 
with trade checks, good at any of the 
stores. These trade checks are made 
of aluminum and a fac simile of both 
sides of a check representing a dol- 
lar in merchandise is herewith shown. 
The scheme seems well calculated to 
increase the circulating medium of 
the community and to draw trade at 
quite a distance from the town, as the 
opportunity of obtaining supplies at 





* We are indebted to Mr. E. I. Johnson, Presi- 
dent State Bank, Williams, lowa, for the above 
description. 


t There are two banks in Williams, the State 
Bank, with capital of $35,000 and the First Na- 
tional Bank, with capital of $25,000. 
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ny one of the number of stores is 
certainly of more advantage to the 
farmer than where he is confined to 
a single store at which he may trade 
his farm produce in exchange for the 
merchandise which he needs. Thestore 
keeper, not knowing whether he is to 
receive real money or tradechecks, can 
make no discrimination in the price 
as might be the case were he giving 
merchandise in exchange for the pro- 
duct direct. 

The trade check system of Williams, 
lowa, would seem to be one, the 
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benefits of which might be extend- 
ed to other localities, with equal 
advantage. Of course the circulating 
meJium can only apply to such pro- 
ducts and merchandise as are bought 
and sold in the country stores. But 
transactions of this kind are so ex- 
tensive and numerous, that the gen- 
eral adoption of any such scheme in 
other localities would have no slight 
effect in minimizing the hindrance to 
trade transactions due to a scarcity 
of currency which is felt at certain 
seasons. 


THE MINNESOTA PASS BOOK DECISION. 


The decision of the supreme court 
of Minnesota holding the customer 
ofabank responsiblefor losses caused 
by misappropriations of certain de- 
posits by the customer’s employee, 
which appropriations an examina- 
tion of the pass-book would have 
disclosed, will be welcomed by the 
banking fraternity, as being in the 
line of holding customers of banks 
to a stricter degree of duty, and an 
enlarged measure of responsibility, 
with reference to the examination of 
their accounts, returned by the bank 
for verification of their correctness, 
than formerly. 

There was a time when the courts 
imposed but a very slight degree of 
duty upon the customer of a bank 
with reference to verifying accounts 
returned to him by his bank, but in 
recent years and especially with ref- 
erence to that class of forgeries or 
misappropriations which are made 
by a confidential employee of the 
customer, and run along in a series 
of successive crimes, the courts in 
many states have evinced a tendency 
to place the responsibility upon the 


customer for such losses as an ear- 
lier examination of his account would 
have prevented. The case of Critten 
v. The Chemical National Bank in 
the New York court of appeals in 1902 
is a notable instance of this. An 
employee of the customer after re- 
ceiving checks for mailing, obliterat- 
ed the payee’s name and inserted 
‘‘cash,”’ and raised their amounts, 
usually $100; then paid the bills for 
which the checks were given, and 
pocketed the difference. The bank was 
allowed damages against its custo- 
mer based onthe amount ofthechecks 
paid by it, that it would not have 
paid, had the customer done his duty 
and examined the pass-book and re- 
turned vouchers, which would have 
led to discovery of the crime and pre- 
cluded the subsequent losses. 

The Minnesota decision (published 
in full elsewhere) is a welcome ad- 
dition to the list of authorities which 
hold the customer of a bank to a 
reasonable degree of duty in connec- 
tion with verifying the correctness 
of the payments which the bank makes 
in his behalf. 
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PRACTICAL OPERATION OF THE BANKRUPTCY LAW. 


FROM THE REPORT SUBMITTED BY EDWIN C. BRANDENBURG, ESQ., IN CHARGE OF BANKRUPTCY 
MATTERS, IN THE DEPARTMENT OF JUSTICE, TO THE ATTORNEY-GENERAL, UNDER DATE OF 


NOVEMBER 20, 1903. 


IR :—Pursuant to sections 53 and 54 
of the act of July 1, 1898, I have 
the honor to submit the following 

report of the practical operation of the 
act establishing a uniform sytsem of bank- 
ruptcy throughout the United States for 
a year ending September 30, 1903: 

The statistics for this report were ob- 
tained through requests made of the clerks 
of the courts of bankruptcy, and of the 
referees throughout the United States, 
who are the administrators of the law 
under the courts. Reports have been re- 
ceived from every judicial district in the 
United States, also from the districts of 
Hawaii and Porto Ricv. .Owing to the 
large number of reports thus received, 
the labor incident to their proper tabula- 
tion and arrangement has been of con- 
siderable magnitude. While some of these 
reports are incomplete, by reason of the 
different methods of keeping the records 
in the absence of any requirements of law 
as to their uniformity, the result obtained 
more than compensates for the labor in- 
volved. 

VOLUNTARY CASES. 


The reports from the clerks show that 
the grand total of voluntary petitions in 
bankruptcy filed throughout the United 
States for the year ending September 30, 
1903, Was 14,308, this number being made 
up of 7,936 cases filed during the six 
months ending March 31, 1903, and 
6,372 filed during the last six months, which 
shows a material decrease in the number 
of petitions filed from that of the year 
ending September 30, 1902, and in fact is 


considerably less than for any previous 
year since the enactment of this law. 

For the year ending September 30, 
1899, the total number of voluntary peti- 
tions filed was 19,176; for the year 1900, 
20,128; for the year 1901, 17,015, and for 
the year 1902, 16,374. It will thus be ob- 
served that the number of voluntary peti- 
tions filed during the past year is more 
than 2,000 less than were filed during any 
one of the preceding years since the en- 
actment of the law on July 1, 1898. 

The states showing the largest number 
of cases filed during the year are as follows: 

Alabama, with a total of 1,797 petitions, 
made up of 1,449 in the northern district, 
288 in the middle, and 60 in the southern. 

New York, with a total of 1,546 peti- 
tions, made up of 336 inthe northern dis- 
trict, 670 in the southern, 229 in the east- 
ern, and 311 in the western. 

Illinois, with a total of 1,439 petitions 
for the State, made up of 1,309 in the 
northern district and 130 in the southern, 

Massachusetts, 1,238 petitions. 

Maine, 703 petitions. 

Ohio, with a total of 585 petitions for 
the State, made up of 336 in the north- 
ern district and 249 in the southern district. 

In the report for the year 1902, New 
York led the list with 1,906 petitions, 
while Illinois followed with 1,814; Ala- 
bama, 1,436; Massachusetts, 1,408, and 
Maine, 860. In each instance, it will be 
observed, that there is a material falling 
off in the numberof petitions, except in 
the State of Alabama, where there is an 
increase of a little over 300. 
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The States and Territories showing the 
mallest number of voluntary petitions 
filed during the year were the following: 

Arizona, 2; Nevada and Porto Rico, 
each 3; New Mexico, 4; Alaska, 6, Hawaii, 
7; Wyoming, 11; Delaware, 14, and North 
Carolina, 36. 

The reports furnished by the clerks 
also show that there were 762 petitions 
dismissed, while the petitioners in the 
remaining cases were adjudicated bank- 
rupt. 

LIABILITIES AND ASSETS, 


The total net assets realized in 11,663 
cases Closed during the past year were 
$8,051,471, while the liabilities involved 
therein were $106,147,378. The sum- 
mary also discloses the fact that of the 
cases closed there were 6,839 cases with 
assets of various amounts, in 466 of which 
they were less than $500, while in 4,824 
cases there were no assets. The large 
number of cases in which there were no 
assets is an indication that advantage of 
the voluntary feature of the law,as a rule, 
is only taken in cases where the debtor 
has become almost hopelessly insolvent. 


NATURE OF BUSINESS. 


The reports also show that of those 
persons who became voluntary bankrupts, 
g61 where farmers, 4,582 were wage-earn- 
ers, 3,305 merchants, 368 manufacturers, 
473 professional men, and 1,974 contract- 
ors, hotel-keepers, real estate men, and 
others of a miscellaneous character. 


INVOLUNTARY CASES. 


Under the provisions of the law author- 
izing a creditor to file a petition for 
the purpose of having a debtor adjudged 
bankrupt, 2,567 petitions were filed during 
the year ended Sept. 30, 1903. Of these, 
1 262 filed during the six months ended 
March 31, 1903, and 1,305 during the last 
sixmonths. Thenumber filed is a substan- 
tial increase over any preceding year 
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during the existence of the law, showing 
that the provisions of the law are being 
better understood. During the year 1902, 
2,118 petitions were filed; for 1901, 1,992 
petitions; for 1900, 1,810 petitions, and 
for 1899, 1,452 petitions. Of those filed 
during the past year, 375 were dismissed, 
either because no act of bankruptcy had 
been committed, or for want of jurisdic- 
tion, or otherwise, while the balance ap- 
pear to have been adjudicated. Of the 
involuntary cases, in 121 compositions 
were made with creditors and confirmed 
by the court. 


NATURE OF BUSINESS, 


As in the case of the preceding reports, 
an effort was made to obtain information 
of the occupation of the parties against 
whom involuntary petitions in bankruptcy 
were filed, and so far as reports were made 
it shows that 669 were engaged in mer- 
cantile pursuits, 91 were manufacturers, 
17 professional men, and 203 were en- 
gaged in various other occupations. The 
report also shows that in 17 cases the oc- 
cupation was alleged to have been that 
of a farmer and in 74 that of wage-earn- 
ers, but as under the law neither a farmer 
nor a wage-earner can be adjudged an 
involuntary bankrupt, it is presumed that 
these parties were engaged in such occu- 
pations at the time the petitions were 
filed, but such was not their principal 
occupation, 


LIABILITIES AND ASSETS, 


In 1,071 involuntary proceedings which 
were closed during the year, it appears 
that the assets realized amounted to $4,- 
520,680, while the liabilities were $21,- 
467,566. Of these proceedings, in 169 
there were noassets, while in the go2 with 
assets there were 180 with less than $500. 


FEES AND EXPENSES, 


The act amending the bankruptcy law 
increased to a slight extent the fees of 
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both the referees and trustees, but owing 
to the varying methods of keeping ac- 
counts and the varying charges that may 
be taxed in the different districts for cer- 
tain classes of service, it has not been 
possible to obtain, with any degree of ac- 
curacy, an average of the expense inci- 
dent to the conduct of a proceeding in 
bankruptcy. 

This is further due to the fact that in 
cases of magnitude expenses may be in- 
curred by reason of litigation arising in 
connection with the collection of the as- 
sets, while in another case the expense of 
conducting it would be limited to the 
filing fees and the cost of serving notices 
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and advertisement. It is believed, how- 
ever, that the courts have generally fol- 
lowed the policy outlined by Congress in 
the limitation of the fees to be charged 
by seeing that they are reduced to a mini- 
mum. That the charges incident to the 
conduct of a proceeding in bankruptcy 
are less than those ordinarily incurred in 
connection with the administration of an 
estate under the insolvency laws of the 
different States is generally admitted. 

Of the voluntary cases filed during the 
year, in 2,933 the proceedings were filed 
informa pauperis, though of these fees in 
822 cases were subsequently collected out 
of assets coming into the estate. 


HOW CURRENCY IS ABSORBED. 


A country banker, whose name is not men- 
tioned, contributes to a Kansas City paper the 
following interesting explanation of how cur- 
rency, withdrawn from the banks, is absorbed 
by the people of his section : 

“| have concluded that at a time like this, 
when there are few farm hands to pay off and 
when the ordinary course of business is going 
forward, the currency goes out to farmers who 
have some distrust of banks. There are lots of 
them in the West. Fifty per cent. of the cur- 
rency paid out over our counters goes to people 
who do not have bank accounts. Of course, 
they pay it out for groceries and clothing, and it 
comes back, but not at once, and the more pros- 
’ perous the country is the more they carry in their 
pockets Then, of the remainder, half is paid to 
people who make no deposit unless they have 
$100 or more. They carry sums smaller than 
that in their pockets, or take it home and hide it. 
Then they get some more and are afraid that it 
will burn up or be stolen, and bring it to the 
banks. But they may draw it out two or three 
times in order to look at it, carry it a day or two 
and bring it back before it stays permanently. 


“Here is an experience of one day this week 
—I kept nctes on the doings of the counter to 
satisfy my own curiosity: The first customer 
in the morning had a check for grain, $2,100; 
he took it all in currency. Later came one with 
a check for $900, he took currency. A small 
merchant brought a check for $200 and took 
bills. In the afternoon the creamery checks for 
the month began to come in, and we cashed a 
hundred of them. Out of the lot fully half took 
currency. We paid out $10,000 in the course of 
the day’s business. Of course much of it will 
come back again. The man with the $2,100 will 
pay for some land and the one with $300 will 
buy some stock—but the majority of the cur- 
rency will be a month getting back into the 
banks. On the same day one farmer brought 
in $250 that was so dirty it could not be used ; 
it had been watersoaked by the flood last June 
and was hoarded money. He is likely to draw 
it out again and hoard it if he sees something 
disquieting in the papers. 

“This is about the history of the average 
country bank, and it accounts for the currency 
absorption.” 
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ihe following opinion of the Attorney-General 
of New York, Hon. John Cunneen, will be of 


STATE OF NEW YORK, 
ATTORNEY-—GENERAL’S orvies, 


: ALBANY, October 13, 1903. 
Prof. E. F. McKinley, Freeport, N. Y. 
DEAR SIR :—Yours of the 2nd inst. at hand. 
[ note that you desire to know whether it is 
legal and proper for your school to collect 
money from its pupils and deposit the same to 
the credit of the general account of the school 
in the local bank, and, after the amount brought 
by the individual pupil has reached $25.00, to 
have such amount transferred to the account 
of such individual pupil. I further note that in- 
terest will be allowed on time deposits by the 
local bank, both for the general fund and the 
individual deposits, and that the object of this 
scheme is to encourage the pupil to save money. 
In response to your inquiry, I beg first to call 
your attention to the provisions of Section 131 
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of the Banking Law of this State, the material 
portion of which is as follows: 

**No bank, banking association, individual 
banker, firm, association, corporation, person 
or persons, shall advertise or put forth a sign as 
a savings bank, or in any way solicit or receive 
deposits as a savings bank.” 


I am of the opinion, therefore, that the scheme 
you have outlined for saving the money of 
pupils is a violation, not only of the above pro- 
vision of the Banking Law, but of the general 
purpose of such law, which provides for the 
general supervision and control of all savings 
banks and banking institutions by the State 
Banking Department. While the scheme may 
commend itself to you, and may be commend- 
able in many respects, it will unquestionably 
be subject to many abuses were it allowable and 
proper to constitute the various schools of the 
State practically savings banks for instructing 
and encouraging the pupils to save money with- 
out any restrictions or control on the part of the 
State Banking Department. 


Yours respectfully, 


ANNUAL REPORT OF 


The life insurance business, as shown by the 
reports of the large companies, does not indi- 
cate any slackening in the demand for this kind 


of protection and semi-investment. The New 
York Life’s annual report, which we publish in 
this issue, shows over a million dollars in new 
paid-for business for every working day in 1903, 
a total of three hundred and twenty-six millions. 
This is the largest new business ever reported 
by any company in twelve months. The New 
York Life's paid-for insurance in force now ex- 
ceeds seventeen hundred million dollars, which 
s also a record breaker in the history of the 
business. It had been thought that the heavy 
decline in the market value of securities would 
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make a big hole in the surplus of all financial 
institutions ; but the New York Life announced 
several years ago that it would not thereafter 
invest in stocks, and sold what it then held while 
the boom was on. Its holdings of bonds show 
less depreciation than United States bonds or 
British Consols, and its unassigned surplus 
shows so small a shrinkage that it does not in- 
clude therein some two million dollars of excess 
of market values over book values. The ieport 
is the best ever presented by the Company, 
and shows that it has the largest income, the 
largest amount of insurance in force, and the 


largest new business of any life company in the 
world. 
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ORGANIZATION OF 


During the closing month of the year 1903 
there were organized 32 national banking asso- 
ciations with aggregate capital of $1,535,000 
and bond deposit of $401,500. Included in the 
organizations are 20 associations with individual 
capital of less than $50,000, the aggregate being 
$525,000, and 12 associations with capital of 
$50,000 or over, the aggregate being $1,010,000. 

Further classifying the organizations, it is 
shown that 18 of the banks, with capital of 
$960,000, were associations of primary organi- 
zation and 14, with capital of $575,000, banks 
organized to succeed State or private banks 
placed in liquidation for the purpose. 

The number of organizations effected during 
the past year was 515, with aggregate capital of 
$28,787,500, and bond deposit of $7,280,150 ; of 
which 283 associations, with capital of $15,040,- 
000, were banks of primary organization ; 185, 
with capital of $11,360,000, reorganizations of 
State or private banks, and 47, with capital of 
$2,387,500, conversions of State banking institu- 
tions. 

Since March 14, 1900, the date of the passage 
of the act authorizing the incorporation of banks 
with minimum capital of $25,000, there have 
been added to the system 1,817 associ «tions with 
total capital of $106,813,090, or over one-fourth 
in number of the organizations effected during 
the existence of the national banking system. 
Classifying the organizations by capital stock, 
it appears that 1,186 of the number, with aggre- 
gate capital of $30,933,000, were with individual 
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capital of less than $50,000, the average cap tal 
being slightly in excess of $26,000. Banks or- 
ganized with capital stock of $50,000 or over 
numbered 631 with aggregate capital of $75,850,- 
ooo. A further subdivision shows that banks of 
primary organization to the number of 1,027, 
with capital of $55,424,500, were formed; 582, 
with capital of $37,435,000, were reorganizations 
of State or private banks, and 208, with capital 
of $13,953,500, conversions of State banks. 

At the close of the year there were in active 
operation 5,184 national banking associations 
with authorized capital stock of $767,567,095. 
Bonds to secure circulation are on deposit with 
the Treasurer of the United States to the credit 
of the national banks to the amount of $389,335,- 
680, for which circulation to the amount of 
$387,273,623 has beenissued. There are also 
outstanding national bank notes to the amount 
of $37,889,395 secured by deposits of lawful 
money, making the total outstanding circulation 
$425,163,018. 

During the past year there has been a net in- 
crease in number of national banking associa- 
tions of 426, in capital stock of $44,150,400, and 
in circulation secured by bonds and by la‘vful 
money of $40,233,234. Comparing the number, 
capital, and circulation of national banks in 
operation at the close of the year 1903 with 
March 14, 1900, it is shown that there has been 
a net increase in banks of 1,567; in capital 
stock of $151,259,000, and in circulation out- 
standing of $170,760,288. 


REPORT ON FINANCIAL BILLS. 


On January 13. a sub-committee of the House 
Committee on Banking and Currency vcted to 
report favorably to the full committee the 
Prince bill, requiring the Secretary of the 
Treasury, under certain conditions, to invest 
not exceeding $100,000,000 of the Treasury 
_surplus in gilt-edged State and municipal bonds 
and to sell them at auction if the surplus be- 
comes low. 

A favorable report to the committee was 


ordered on a resolution calling on the Secre- 
tary of the Treasury to furnish the House 
with the names of all national banks which 
are Government depositories, together with the 
amounts of the deposits; also on a bill to allow 
national banks to loan money on real estate, 
limiting such loans to 40 per cent. of the value 
of the ground and 25 per cent. of the capital 
of the banks. 
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BANKING LAW. 


| Department embraces all the newly decided cases of importance to bankers, bank coun- 


sel and bank directors. 


The experiences they disclose are likewise worthy the carefub 


attention and study of the merchant, the depositor and the bank student seeking advancement. 
Further information regarding any case published herein will be furnished on application. 


BANK AND CUSTOMER. 


Deposits and misappropriations by customer’s employee—Duty of customer to verify 
returned pass-book and vouchers—Rule applied against customer in bank’s favor 
that loss which must be borne by one o two innocent parties, falls on that one 
through whose fault or negligence it occurred. 


Scanlon-Gipson Lumber Co. v. Germania Bank, Supreme Court of Minnesota, Nov. 
20, 1903. 


1. It is within common knowledge that 
the object of a bank pass, or deposit, book 
is to inform the depositor from time to 
time what the condition of his account is 
as appears upon the books of the bank. 
When such a book is sent to the bank to 
be written up and returned with canceled 
vouchers, it is, in effect, a demand onthe 
part of the depositor to know what the 
bank claims to be a statement of his ac- 
count, and a return of the book with the 
vouchers is an answer to that demand. 

2. Held, that the testimony was suffi- 
cient in this case to warrant the jury in 
finding that the defendant bank had prop- 
erly accounted to plaintiff for the amount 
of certain checks which had been collect- 
ed by it through a clearing house, which 
amount undoubtedly had been received in 
cash from the bank by an employe of the 
plaintiff, who assumed to have authority 
to receive the money, 

3. Held, further, that the testimony in 
other respects was sufficient to sustain a 
verdict in favor of defendant. 

4. Held, further, that on the testimony 
the case is one in which the doctrine is 
strictly applicable that, where a loss must 
be borne by one or the other of two par- 
ties, it should fall on the one through whose 
fault or negligence the loss occurred. 

(Syllabus by the Court.) 


Appeal from District Court, Hennepin 
County; David F. Simpson, Judge. 


Action by the Scanlon-Gipson Lumber 
Company against the Germania Bank. 
Verdict for defendant. From an order 
denying a new trial, plaintiff appeals. 
Affirmed. 


Cotuins, J. This action was brought 
by a lumber manufacturing corporation 
against a bank to recover under a com- 
plaint as for money had and received. The 
answer was, in effect, a general denial, 
and the verdict was for defendant. 

The facts adduced at the trial present 
the too frequently occurring case of a 
young man who had entered the service 
of the plaintiff corporation at Minneapolis 
as an office boy, had continued in its em- 
ploy for some time, had been advanced 
in position from time to time, had reached 
a place of responsibility and trust, and 
was then detected in criminal appropria~ 
tions of his employer’s moneys, which 
had continued for more than one year, 
and had amounted to over $4,000. 
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This corporation had a small branch or 
plant at Nickerson, Minn., and for con- 
venience in transacting the business of 
that plant opened an account with de- 
fendant bank in Minneapolis in May, 
1899. This account was maintained, with 
a large number of transactions, down to 
March, 1902, and during that period of 
time Cross, the guilty employe, always 
appeared at the bank as plaintiff's repre- 
sentative. He was intrusted by its offi- 
cers with checks upon other banks for 
deposit in defendant’s bank, all payable 
to its order, and without specific direc- 
tions on the checks as to depositing; with 
keeping all accounts between the parties; 
with the duty of maintaining a sufficient 
balance in defendant bank at all times; 
and with the transaction of other busi- 
ness with it for plaintiff. He seems to 
have been trustworthy, and to have prop- 
erly performed his duty in all respects 
up to April 20, r901. He inad deposited 


the checks to plaintiff’s credit, using the 


customary bank or pass book, which was 
balanced from time to time, as presented 
by Cross for that purpose, and had re- 
ceived with the balanced book paid and 
canceled checks for return to plaintiff. 
April 20, 1901, which was on Saturday, 
Cross was sent to the bank with plaintiff's 
check for $500 upon another bank, pay. 
able to its order. He reached there after 
banking hours, stating to the cashier that 
he wanted to get the check cashed. He 
was informed that, as the vault was lock- 
ed, he could not be accommodated, and 
that possibly he might get the money at 
a mercantile establishment across the 
street by presenting the check to a cer- 
tain named person. The latter telephoned 
to the bank to inquire if the check was 
good, and, upon being informed that it 
was, accepted the same from Cross, and 
paid him $500 in cash. The check was 
afterwards deposited with defendant, and 
it received the amount thereof. Cross 
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immediately returned to the bank, and 
placed the sum of $400 to the credit of 
plaintiff. This left $100 in his possession, 
which plaintiff claims he appropriated to 
his own use. It contends that the bank 
was negligent in aiding Cross to collect the 
cash on this check when it was his duty to 
have placed the same to plaintiff's credit. 
Atthe trial he testified that he was directed 
by Mr. Gipson, secretary of the corpora- 
tion, who intrusted the check with him, 
to obtain $100 for his (Gipson’s) use, in 
cash, and to deposit the balance to plain- 
tiff’s credit. Cross also testified that he 
did this, and that Gipson, instead of him- 
self, received the money. Gipson denied 
the entire story. And it was shown that 
the bank’s pass book was properly balanc- 
ed at the bank and canceled checks re- 
turned on the rst of May following. 

The next appropriation of money was 
July r1th, when Cross was sent to the 
bank to deposit a check for $300. He 
made a deposit slip showing that $200 
was to be placed to the credit of the plain- 
tiff, and that the balance, $100, was to 
be paid to himin cash. That Cross re- 
ceived this $100, and appropriated it to 
his own use, he did not deny. Within 
20 days thereafter the book was again 
properly balanced at the bank, and all 
paid checks returned to the plaintiff. 

Cross’ method of taking money after 
this and down to about the rst of March, 
1902, was to present plaintiff’s checks, 
drawn at his request by one of its officers, 
upon other banking houses, payable to 
defendant bank, and then receive a part 
or all of the amount in cash. If he re- 
ceived a part, the balance was deposited 
to the credit of plaintiff, and the deposit 
slip in every such instance showed the 
am unt deposited, and the amount of 
cash received by him. If he appropriated 
the entire amount of the check, there 
would, of course, be no deposit slip. The 
enly possible way of telling whether a 
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part of any certain check was paid in cash 
was by an examination of the correspond. 
ing deposit slip. The officers of the bank 
testified that when no deposit slip could 
be found to correspond with any given 
check, the full amount thereof had been 
paid to Cross in cash, and also that there 
would be no record of such a transaction 
in the bank, except that the check itself, 
collected through the Minneapolis clear- 
ing house, would be stamped by it as paid, 
if in fact payment was made, and the 
stamp would show that the check had been 
paid to it. 

From the checks to defendant’s order 
which had been paid to it through the 
clearing house, and for which part credit 
or none at all had been given to plaintiff, 
it appeared that Cross had stolen prior to 
March i, 1902, the sum of $3,600. 

About the day last mentioned plaintiff 
made some change in its manner of trans- 
acting business with the Nickerson plant, 
and at this time, and, according to Cross’ 
testimony, to obviate the inconvenience 
of getting the secretary’s signature to 
checks to be used in the Nickerson busi- 
ness, Mr.Gipson proposed to authorize him 
in writing to sign the corporate name to 
such checks; and Cross testified that he 
was then authorized to make proper ar- 
rangements at the bank for having checks 
cashed drawn by himself. It was undis- 
puted that he saw the cashier, left his 
own signature card, and handed in a type- 
written letter authorizing defendant to 
pay out money on checks signed by him- 
self for the corporation. Because the 
letter was wholly typewritten it was not 
satisfactory to the bank, and a messenger 
was immediately sent to plaintiff's office 
with the letter. He interviewed Mr. 
Scanlon, who was plaintiff's treasurer, in 
person, and notified him that the bank 
would not accept the typewritten signa- 
ture of any officer uf the corporation, but 
that it would require the written signa- 
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ture of a properly authorized officer to 
such a letter. Mr. Scanlonadmitted that 
the messengér brought him this typewrit- 
ten letter, and that he at once advised 
the latter that the matter should have 
prompt attention. There was some dis- 
pute whether Scanlon at this time told 
the messenger that he would not himself 
authorize Cross to draw for the concern. 
Scanlon testified that he did make that 
statement, but the messenger denied it, 
and further testified that Scanlon stated 
that a properly signed letter should be 
furnished the bank at once. The very 
next day a letter purporting to have been 
signed for the corporation by Mr. Gipson 
was delivered to the bank by Cross, in 
which he was authorized to sign checks 
for it. On the strength of this letter 
Cross drew two checks, aggregating $450, 
upon other banks with which plaintiff 
kept accounts, and received the money 
from defendant. 

At the trial there was a sharp conflict 
of testimony as to whether the signature 
purporting to be thatof Mr. Gipson was 
genuine or a forgery. There was testi- 
mony, independent of that given by Cross, 
which would warrant the jury in finding 
that this signature was genuine, and Cross 
himself testified that it was. Mr. Gipson 
denied it, but evidently the jury found 
against him. The total amount appro- 
priated by Cross was thus made $4,050, 
and this litigation was to determine whe- 
ther the plaintiff or the defendant should 
lose this amount. The case was thorough- 
ly tried by skillful counsel, and submitted 
to the jury by the court in an exceedingly 
clear and complete charge. 

The points made on appeal may be 
placed in four groups: 

(a) Those relating to the appropriation 
of the $1oo April 20, 1901; 

(b) Those pertaining to money taken 
when part of the amount represented by 
the check was deposited; 
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(c) Those bearing upon the money ob- 
tained by Cross when he received cash to 
the full amount of the check; and 

(d) Those which refer to money ob- 
tained on the strergth of the letter. 

1. We are unable to say, from an ex- 
amination of the testimony, that it con- 
clusively appeared therefrom that Cross 
was falsifying when he stated that he was 
directed by Gipson to obtain $100 in cash 
on the ¢500 check, and that he paid over 
the cash to Gipson, as before stated, 
keeping no part of it himself. Perhaps 
he was, but his assertion made a question 
for the jury as against the denial of Mr. 
Gipson. With this finding undisturbed, 
it must follow that defendant's negligence, 
if there was any, in assisting Cross to cash 
the check, cannot be made the basis of 
a recovery against it. If Gipson directed 
Cross to take $100 in cash, and to bring 
it to the office for his personal use, and 
Cross obeyed, as sworn to by Cross, it is 
immaterial that defendant was negligent. 
To hold that it is material would be to 
permit plaintiff to take advantage of an 
act of its secretary, and to collect from 
defendant a sum of money once received 
by him. Further than this, on the evi- 
dence it was a question for the jury to 
say whether or not Cross had previously 
been sent to the bank by some of plain- 
tiff’s officers, and on more than one oc- 
casion, to obtain cash upon checks drawn 
in precisely the same way. If he had, the 
bank was not negligent when it cashed 
another check. And it was shown that 
the pass book was balanced on the rst of 
May following this transaction; that 11 
of the paid checks, including the one for 
$500 were returned in the usual manner 
to plaintiff; that this book then showed 
the actual amount deposited on the 2oth 
of April to be but $400, and that a casual 
examination thereof would have disclosed 
the fact that $100 had disappeared. It 
is also contended that because Cross wrote 
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a letter to the superintendent at Nicker- 
son, in which he stated that he had de- 
posited the full amount of a check for 
$500 in the bank on April zoth, it is con- 
clusively shown that he was testifying 
falsely when he claimed that $100 of this 
amount went to Mr. Gipson. This letter 
tended to impeach Cross as to the $100, 
but it would be rather remarkable to hold 
that the defendant could be concluded 
by any statement, false or untrue, made 
in a letter from Cross to the superinten- 
dent. 

2. Referring now to money taken when 
part of the amount represented by a check 
was deposited and the balance received 
in cash, it can be said that this was within 
the apparent authority conferred upon 
Cross, if the jury believed him truthful 
concerning the transaction of April 2oth. 
If he was authorized by Mr. Gipson todraw 
out $100 in cash,and to deposit the balance 
of the $5oocheck (and the jury found that 
he was), the bank was justified in thereafter 
permitting him to draw part of the money 
represented by checks, for apparently he 
was Clothed with authority to do exactly 
that thing. The authority would be more 
clearly apparent when, after the bank had 
posted and balanced the deposit book, it 
returned the identical check on which the 
$roo was drawn, No complaint was made 
as to any transaction of this character 
subsequent to the return of the book with 
the paid and canceled checks, and the 
jury was justified in finding that there 
was culpable neglect on the part of the 
plaintiff, and, further, that from its acts 
the bank might very readily infer that ac- 
tual authority had been conferred. It 
was the duty of the plaintiff within a rea- 
sonable time after the balancing of the 
book and the return of the checks to see 
that the vouchers and the book comport- 
ed with its accounts. In other words, 
the plaintiff owed the duty to the bank 
of verifying all returned checks, and it 
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could not lull its officers into the belief 
that Cross’ method-of doing business was 
approved by the plaintiff by disregarding 
a plain duty, and then escape the natural 
coasequences of its neglect. Critten v. 
Chemical National Bank, 171 N. Y. 219. 
“Tt is within common knowledge that 
the object of a pass book is to inform the 
depositor from time to time of the con- 
dition of his account as it appears upon 
the books of the bank. It not only en- 
ables him to discover errors to his pre- 
judice, but supplies evidence in his favor 
in the event of litigation or dispute with 
the bank. In this way it operates to pro- 
tect him against the carelessness or fraud 
of the bank. The sending of his pass 
book to be written up and returned with 
the vouchers is therefore, in effect, a de- 
mand to know what the bank claims to 
be stated as his account. And the re- 


turn of the book with the vouchers is the 
answer to that demand, and, in effect, 
imports a request by the bank that the 


depositor will, in proper time, examine 
the account so rendered, and either sanc- 
tion or repudiate it. * * * Other 
principles come into operation where a 
party to a stated account, who is under 
a duty, from the usages of business or 
otherwise, to examine it within a reason- 
able time after having an opportunity to 
do so, and give timely notice of his ob- 
jections thereto, neglects altogether to 
make such examination himself, or to have 
it made, in good faith, by another for 
him; by reason of which negligence the 
other party, relying upon the account as 
having been acquiesced in or approved, 
hac: failed to take steps for his protection 
which ne could | would have taken 
had such notice been given. In other 
words, parties to a stated account may be 
estopped by their conduct from question- 
ing its conclusiveness.” Bank v. Morgan, 
117 U.S. 96; Dana v. Bank, 132 Mass. 156. 

We must assume that the plaintiff, a 
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large corporation, with capable and ex- 
perienced officers, knew of the prevailing 
custom among banks to balance pass 
books of their depositors usually once a 
month, and to return their checks, in or- 
der that errors may be discovered to the 
depositor’s prejudice, of which, if there 
are any, prompt notice should be given. 
It stands undisputed that Cross was to 
keep the plaintiff's balance good at the 
bank, and that when he required money 
for this purpose he informed the proper 
officer of the corporation, and was then 
given a checx for the amount he repre- 
sented te be needed, without any further 
investigation, either of the accounts kept 
by himself or of the bankbook, which was 
usually in plaintiff’s office, or of the re- 
turned vouchers. It was also undisputed 
that at frequent intervals during the time 
in which criminal appropriations sub- 
sequent to the first were being made 
the book was taken to the bank by Cross, 
there balanced, and, with the paid checks, 
returned to Cross, who, as before stated, 
was the only person representing plain- 
tiff at the bank. It is also undisputed 
that at no time during this period did 
any officer or other person connected 
with the corporation investigate or pay 
the slightest attention to his accounts, or 
even casually inspect the bankbook. It 
is hardly necessary to say that a very 
slight examination of either accounts or 
book would have disclosed the fact that 
Cross was appropriating to his own use 
money belonging to the plaintiff. It 
seems almost incredible that a concern 
transacting the amount of business that 
this plaintiff did should have permitted 
an employe to conduct its financial affairs 
without the slightest oversight. Its 
methods were a continual inducement to 
wrongdoing, and actually invited Cross 
to the commission of unlawful acts. That 
he yielded to the temptation and became 
a criminal is not very surprising. 
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3. It is contended on the part of plain. 
tiff’s counsel that, except so far as de- 
fendant bank has credited their client 


with the various sums collected through ~ 


the clearing house, it has wholly failed 
to account for the proceeds of seven of 
the checks admitted to have been paid, 
and has failed to show how or for what 
purpose the proceeds of these checks 
have been disposed of, or to whom paid. 
This contention relates, in a general way, 
to checks no part of which was placed to 
plaintiff’s credit, all the money being ap- 
propriated by Cross, undoubtedly. But 
the officers of the bank testified that, 
where the full amount of checks presen- 
ted by Cross was paid to him in cash, 
and no part thereof deposited in the bank, 
no account would be kept; the checks 
would represent and be treated as cash. 
The substance of this testimony was that 
in every instance where there were no 
deposit slips cash was paid out on the 
checks to their full amount. Upon this 
testimony the jury would be warranted 
in finding, as evidently they did, that the 
bank had accounted for the money it re- 
ceived upon all checks alleged to have 
been cashed in full. 

4. The validity of the checks, amount- 
ing in the aggregate to $450, which were 
signed by Cross and paid by the defend- 
ant upon the strength of the letter of 
authority, must depend upon the question 
submitted to the jury as to whether the 
signature of Mr. Gipson to the letter was 
genuine or a forgery. The jury saw fit 
to believe the testimony of defendant to 
the effect that the signature was genuine, 
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and there was testimony sufficient to 
warrant this finding, aside from that 
given by Cross; but, if this were not true, 
there was an abundance of evidence to 
show that the plaintiff was exceedingly 
negligent in failing to investigate the 
condition of things when the typewritteo 
letter was returned to Mr. Scanlon. Re- 
turning that letter to him for the express 
purpose of having a written signature 
furnished as authority for Cross’ acts, 
and Mr. Scanlon’s failure to take any 
steps to investigate the condition of 
affairs, would justify the jury in finding 
that the bank was not at fault when, upon 
the strength of a letter apparently written 
in response to its request, it assumed 
that the plaintiff had acted, and had 
furnished the authority. A parallel case 
upon this point is Myers v. S. W. Nat. 
Bank, 193 Pa. 1. Upon the receipt of 
the typewritten letter, with information 
that it was not satisfactory, the plaintiff 
owed to defendant the duty of exercising 
due diligence, and, failing to exercise 
such diligence, it cannot now be heard 
to demand that the defendant must cor- 
rect a mistake, to its injury, from which 
it might have protected itself but for its 
own negligence. In fact, and finally, 
this case is one in which the doctrine 
that, where a loss must be borne by one 
or the other of two parties, it should fall 
on the one through whose fault or negli- 
gence the Joss occurred, is strictly ap- 
plicable. 
Order affirmed. 


Start, C. J., absent, sick, took no part. 
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DEPOSIT ACCOUNT OF ‘M, ADMINISTRATOR.” 


. 


Bank's right to apply deposit of estate money upon individual note of M—When form 
of account is not notice to bank of fiduciary character of deposit. 


Sparrow v. State Exchange Bank of Macon, Court of Appeals of Kansas City, Mo., 
Nov. 9, 1903; rehearing denied December 9g, 1903. 


One M who was administrator of an 
estate, did business with a bank for eight 
years, keeping but one account in the 
name of “M, administrator.” In this 
account he deposited receipts from all 
sources and checked out the money as 
‘‘M administrator” for all purposes, in- 
cluding private and personal debts. On 
April 30, M deposited $1,350 belonging 
to the estate of which he was administra- 
tor and on May 10 deposited $489 be- 
longing tothe heirs of another estate. 
He checked all this out except $152 
which balance, on May 16, the bank ap- 
plied upon an overdue note of M, having 
no actual knowledge or notice that said 
money belonged other than to M indi- 
vidually. 

In an action against the bank for the 
recovery of this money, 

Held: Under the law of Missouri, as 
the bank had no actual knowledge that 
the fund was held by M in a fiduciary 
capacity, the deposit, though to the credit 
of ‘‘M administrator” must, under the 
circumstances, be regarded as belonging 
to Min his individual capacity and as 
creating the relation of debtor and credi- 
tor between him and the bank; therefore 
the bank had a right to apply said fund 
to the extinguishment of an overdue in- 
debtedness of M’s to it. 


Appeal from Circuit Court, Macon 
County; Nat M. Shelton, Judge. 


Action by James D. Sparrow, as ad- 
ministrator of the estate of John Emdee, 
against the State Exchange Bank of 
Macon and others. From a judgment for 
plaintiff, defendants appeal. Reversed. 


SMITH, P. J. This isa suit in equity 


which was brought against the defendant 
State Exchange Bank, the object and pur- 
pose of which was to secure an account- 
ing between it (the bank) and the estate 
of John Emdee, the plaintiff's intestate, 
and to recover $152, etc. 

The cause was submitted to the court 
on an agreed statement of facts, which 
was as follows : 


“First. That Wm. J. Magee, defendant, 
was on the zoth day of April, 1902, the 
lawful administrator of the estate of John 
Emdee, deceased, and also curator of the 
Murphy heirs, whose present curator, the 
successor of said Magee, has been made 
a party defendant, and permitted to file 
her claim to the funds in controversy in 
this suit. 

“Second. That said Magee has since 
the 16th day of May, 1902, been adjudged 
of unsound mind, and the defendant 
John W. Gross appointed his curator, 
And by reason of Magee’s insanity the 
plaintiff herein, James D. Sparrow, had 
been appointed and is now lawfully act- 
ing as administrator de bonis non with 
will annexed of the estate of said John 
Emdee, and that Lena Murphy, a party 
defendant in this case, has been appoint- 
ed and is now lawfully acting curator of 
the aforesaid Murphy heirs. 

‘¢Third. That said Magee, as adminis- 
trator of the estate of Jonn Emdee, prior 
to April 30, 1902, sold some real estate 
belonging to said estate, and on the 3oth 
day of April, 1902, deposited $1,350 of 
the proceeds in the State Exchange Bank 
of Macon, one of the defendants in this 
suit, in the name of Wm J. Magee, ad- 
ministrator 

“Fourth. That on the 1oth day of 
May, 1902, said Magee, as curator of the 
said Murphy heirs, collected $489 belong- 
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ing to said heirs, and deposited same in 
said bank in the name of ‘W. J. Magee,’ 
but which sum was by the bank credited 
on its books to the account of ‘W. J. 
Magee, Adm’r,’ there being no account 
in said bank in name of ‘W. J. Magee.’ 

‘*Fifth. That said Magee on the ist 
day of May, 1902, commenced drawing 
upon said account of ‘W. J. Magee, 
Adm’r,’ signing the checks, * W. J]. Magee, 
Adm’r,’ and by May 14, 1902, had drawn 
all of said account but $152.18. 

‘*Sixth. That on the 16th day of May, 
1902, the defendant the State Exchange 
Bank of Macon drew from said account 
said balance of $152.18, and gave credit 
therefor upon an overdue note held by 
said bank against W. J. Magee. 

“Seventh. That said Magee has done 
business in said bank from 1894 to 1902, 
but had but one account, and that was 
kept in the name of ‘W. J. Magee, Ad- 
ministrator.” That to the credit of that 
account he deposited all money, checks, 
or drafts which he did from time to time 
deposit, no matter from what source re- 
ceived, and against said account he drew 
money for any and all purposes, including 
his private and personal debts, always 
signing checks, ‘W. J. Magee, Adm’r.’ 

“Eighth. That the defendant the State 
Exchange Bank of Macon had no actual 
notice, know'edge, or information, either 
at the time that the aforesaid sums of 
$1,350 and $489 were deposited, or at 
the time it drew and used the $152.18, 
that the same was other than the funds 
of W. J. Magee. 

‘*Ninth. It is further admitted that 
Magee is indebted to the estate of John 
Emdee in the sum of $1,699.40, as shown 
by final settlement made in the probate 
court of Macon County, Mo., by John 
W. Gross, curator of Magee, for the Em- 
dee estate, and amount due is unpaid. 

“Tenth. It is admitted that the estate 
of Wm. J. Magee is insolvent. 

“Eleventh. It is further admitted that 
Magee, as curator, is indebted to the 
estate of Geo. E. Murphy and Hugh A. 
Murphy, as alleged, in the sum of $314, 
as shown by the final settlement made 
by Jno. W. Gross as curator of Wm. J. 
Magee in the probate court for the Mur- 
phy heirs.” 

The finding and decree were for plain- 
tiff, and defendants appealed. 
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It is a well-settled principle that where 
a depositor in a bank is indebted to the 
bank by bill, note, or other indebtedness, 
the bank has the right to apply so much 
of the funds of the depositor to the pay- 
ment of his matured indebtedness as 
may be necessary to discharge the same. 
Morse on Banking, § 559; Bolles on 
Banking & Dep. § 403. And so it has 
been expressly decided by the appellate 
courts of this state that where a discount 
has been made bya bank, and the note 
has matured so as to create an indebted- 
ness from the depositor to the bank, all 
funds of the depositor which the bank 
has at the date of the maturity of the 
discounted note, or afterwards acquires 
in the course of business with him, may 
be applied to the discharge of his indebt- 
edness. Park Bank v. Schneidermeyer, 
62 Mo. App. 179; Muench v. Bank, 11 
Mo. App. 144; Eblermann v. Bank, 14 
Mo. App. 591; Bank v. Carson, 32 Mo. 191. 

Applying to the conceded facts, as set 
forth in the sixth paragraph of said state- 
ment of facts agreed, the rule first advert- 
ed to, and it is clear that the bank was 
authorized to apply any money belonging 
to Magee on deposit with it to the dis- 
charge of his overdue note to it. 

But it is contended that Magee had no 
funds on deposit with it, and that the 
fund applied by it was that of Emdee’s 
estate, or else that of the Murphys. 

The vital question in the case is whether 
the deposit of the $1.350 belonging to 
Emdee’s estate tu the credit of ‘*W. J. 
Magee, Adm’r,”” was notice to the bank 
that the fund was held by him in a fidu- 
ciary capacity. It is conceded that the 
defendant bank had no actual notice or 
knowledge at the time of the deposit, or 
at the time of the application of the $152 
of the fund then on deposit to the dis- 
charge of its overdue note, that such 
funds belonged to any person other than 
Magee himself. 
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Eyerman v. Bank, 13 Mo. App. 289, 
was a case where a draft payable to the 
order of “Herman Rechtien, County 
School Treasurer,” was by him indorsed 
and delivered to defendant bank, and by 
it collected and applied to the discharge 
of a past-due indebtedness of said Rech- 
tien toit. This fund was claimed by the 
plaintiffs, who had been subrogated to 
the rights of the county in the deposit. 
In the course of the opinion it was said 
by Judge Lewis, who delivered the opin- 
ion of the court, that ‘the fact that a 
man is county treasurer furnishes no pre- 
sumption that money deposited by him 
ina bank is the property of the county. 
The bank, in receiving the deposit, be- 
comes debtor to him as an individual. 
This relation between the pasties is not 
changed by the addition of ‘County Treas- 
urer’ to his name in the bank account 
books, or in the checks drawn by him. 
It has been frequently held that such 
additions impart no notice that the fund 


is held in a fiduciary capacity, and that 
they have no legal significance beyond a 


description of the person. Thus, ‘ Her- 
man Rechtien, County Treasurer,’ may 
be a form intended only to show that the 
person isnot some other having the same 
name, who is not county treasurer. Every 
legal presumption, as between the parties, 
is in favor of the personal ownership of 
the fund by the depositor; and, if noth- 
ing more appears, the bank must be 
guided in all its transactions by these 
presumptions. 

‘* The principle is the same that was rec- 
ognized in Powell v. Morrison, 35 Mo. 
244, though with a different application. 
There a promissory note given in the 
purchase of lands sold in partition was 
made payable to ‘the order of James 
Castello, sheriff of St. Louis county.’ 
The payee sold the note before maturity, 
and one of the partitioners sued the trans- 
feree for his share of the partition pro- 
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ceeds contained in the note. It was held 
that the words ‘sheriff of St. Louis 
county’ imparted no notice to the indor- 
see of the trust attached, but were mere- 
ly descriptive of the payee, and the plain- 
tiff could not recover. 

“A like conclusion was reached -in 
Thornton v. Rankin, 19 Mo. 193, where, 
upon a sale of real estate belonging to 
certain minors, a note was made payable 
to their guardian by the description, 
‘Isaac J. Cooper, guardian,’ etc., and by 
him transferred to an indorsee without 
other notice of the facts. 

“So, in Fletcher v Schaumburg, 41 Mo. 
501, it was held that a distributee in par- 
tition could not set up her distributive 
interest against her note given at the 
sale, and indorsed by the sheriff, with 
his official addition, to an innocent pur- 
chaser. It must be observed that in 
each of these cases the decision was found- 
ed squarely on the propositions that the 
descriptio personz imparted no notice of 
the existing trust, and that the indorsees 
had in fact no notice thereof from any 
other source. They were entitled, there- 
fore, to be treated as if no such trust 
existed.” 

And this opinion was approved and adop- 
ted by the Supreme Court without qualifi- 
cation. Eyerman v. Bank, 84 Mo. 108. 

Mayer v. Bank, 86 Mo. App. 108, was 
where a note payable to “S. C. Palmer, 
curator,’ was indorsed and delivered by 
him to the bank as collateral security to 
a note given by him fora loan. Palmer 
was removed from the curatorship, and 
Mayer, his successor, brought replevin 
to recover of the bank possession of the 
note so held by it. The bank had no 
knowledge that the note was trust prop- 
erty, unless notice could be imputed to 
it from the fact that it was indorsed as 
just stated. In disposing of the bank’s 
appeal, we held, through Mr. Justice 
Gill, speaking for the court, that, * not- 
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withstanding there is some confusion in 
the decisions, we think the overwhelming 
trend of authority favors the proposition 
that the mere addition of the words ‘cur- 
ator,’ and the like. to the name of the 
payee and indorser, does not carry notice 
that negotiable paper so indorsed is trust 
property, and not that of the individual 
payee and indorser. Such words, when 
sO appearing, are treated as mere de- 
scriptio persone.”” Citing 2 Morse, B. 
& B. (3d Ed.) § 604; Thornton v. Ran- 
kin, 19 Mo. 193, 59 Am. Dec. 338; Pow- 
ell v. Morrison 35 Mo. 244; Nickerson 
v. Gilliam, 29 Mo. 456; Fletcher v. 
Schaumburg, 41 Mo. 501; Eyerman v. 
Bank, 84 Mo. 408. 

Mayer v. Bank, 86 Mo. App. 422, was 
where the bank officers were told tocred- 
it the proceeds of acheck payable to 
bearer to the credit of “S. C. Palmer, 
curator,” but the credit was entered to 
his individual credit. The bank officers 
had no knowledge that the money was 


held by him as curator or in a fiduciary 


capacity. He subsequently drew his in- 
dividual check against the fund so de- 
posited in favor of the bank, to discharge 
his past-due indebtedness to it. In that 
case we held that the bank acquired no 
right to the fund, and the reason of the 
holding was expressed in this wise: That 
it is a well settled rule of law that a bank 
cannot use a deposit to pay the individ- 
ual debt of the depositor due to it, where 
it has knowledge that the deposit is held 
by the depositor in a fiduciary capacity, 
and does not belong to him. Citing 
Johnson v. Bank, 56 Mo. App. 257; 
Clark v. Bank, 57 Mo. App. 277; Payne 
v. Bank, 43 Mo. App. 377. 

And so in Clark v. Bank, supra, it was 
said that it is a rule deducible from many 
authorities that a bank cannot use a de- 
posit to pay the individual debt of the 
depositor due it, where it has knowledge 
that the deposit is held by the depositor 
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in a fiduciary capacity, and does not be- 
long to him personally. It was further 
said in the same case that the defendant 
contends that the word “ receiver,” which 
was added tothe name of the payee in 
the notes, was no notice to thedefendant 
bank that the defendant held them in a 
fiduciary capacity. It is true that this 
addendum alone would be insufficient to 
impart such notice, but it seems to us 
that this, in connection with the informa 
tion which the receiver and Mr. Burney 
gave the president, was ample to apprise 
defendant of the fact that said notes, 
and the proceeds thereof, were held by 
the receiver in his fiduciary capacity. 
And an explicit recognition of this rule 
is contained in both the opinion and the 
dissent thereto which were delivered in 
Lindsay v. Brooks, 82 Mo. App. 301. 

We do not think there is anything in 
Gregg v. Bank, 80 Mo. 256, inconsistent 
with the ruling in Eyerman v. Bank, 84 
Mo. 408, but, if so, the latter overthrows 
the former. Nor do we think that the 
latter case has been trenched upon by 
the ruling made in Evangelical Synod, 
etc., v. Schoeneich, 14 Mo. 652. 

It must be confessed that the rule de- 
clared by the Supreme Court of the U. S. 
in Bank v. Insurance Co., 104 U. S. 54, 
and the cases in which it has been follow- 
ed by that court, cannot be reconciled 
with that declared in- the Missouri cases 
already alluded to. If the question here 
had not been authoritatively ruled by our 
own Supreme Court we should be inclined 
to adopt that declared by the Supreme 
Court of the United States, since the rea- 
soning in those cases by that great court 
in favor of the rule therein announced 
it seems, are of the most cogent and per- 
suasive nature. 

It would therefore seem that as the de- 
fendant had no knowledge that the fund 
was held by Magee ina fiduciary capacity, 
that the deposit, though to the credit 
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of ‘Wm. J. Magee, Adm’r,” must, under 
the circumstances stated in the facts 
agreed, be regarded as belonging to him 
in his individual capacity, and as creating 
the relation of debtor and creditor be- 
tween him and the bank, and therefore 
it had the right to apply the said fund to 
the extinguishment of an overdue indebt- 
elness of his to it. 

And the same reasoning applies, as we 
think, with much greater force, to the 
claim interposed to the fund by the Mur- 
phy heirs. The deposit made by Magee 
of the fund belonging to them to the 
credit of the same account affords no 
basis for a claim by them. If he directed 
the fund to be placed to his individual 
credit, or if he gave no directions what- 
ever in respect to what account it should 
be credited, he afterwards mace no ob- 
jection to the action of the bank in cred- 


iting it’ to the only account he therein 
had. He drew this money out of the ac- 
count to the credit of which it had been 
placed. He knew that unless this fund 
had been placed to the credit of the ‘‘Wm. 
J. Magee, Adm’r,” account, his balance 
on that account was not equal to that of 
his several checks against it. He tacitly 
approved the action of the bank in plac- 
ing the Murphy deposit to the credit of 
the only account he had in the bank. The 
bank had no knowledge that the fund be- 
longed to the Murphy heirs. It had a 
right to presume it belonged to him in- 
dividually. In view of the adjudicated 
cases in this state to which we have re- 
ferred, we can perceive no ground upon 
which the latter can recover the fund 
so greatly in controversy in this case. 

The decree was for the wrong party, 
and must be reversed. All concur. 


COMPETENCY OF NOTARY. 


Acknowledgment of mortgage before notary who is officer and stockholder of mort- 
gagee corporation, valid. 


Keene Guaranty Savings Bank v. Lawrence, Supreme Court of Washington, Septem. 
ber 8, 1903. 


The validity of a mortgage to the Mason 
Mortgage Loan Company was attacked on 
the ground that the acknowledgment of 
the mortgagor was taken before a notary 
public, who was also at the same time the 
president and chief executive officer of 
the mortgagee company, and who con- 


ducted the negotiations leading up to the 
loan, 


Held: The mere fact that the notary in 
this case was an officer and stockholder 
in the corporation to whom the mortgage 
was executed would not preclude his tak- 
ing the acknowledgment of the mortgagor. 
The taking of an acknowledgment by a 
notary public is a ministerial act, and may 
be performed by any one quaiified to act 
as notary. 
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DRAFT WITH BILL OF LADING FOR ORANGES. 


Payment by check—Payment of check stopped because oranges found damaged— 
Liability of drawer of check to bank to whom payable. 


Seattle National Bank v. Powles, Supreme Court of Washington, September 24, 1903. 


One Mote, in Florida, shipped a car- 
load of oranges to Powles, in Seattle. 
Mote drew a sight draft for $619.50 on 
Powles, payable to his own order, dated 
Leesburg, Fla., Nov. 15, 1893, and attach- 
ed a bill of lading for the oranges where- 
in Mote was named both as consignor 
and consignee. The draft and bill of 
lading were indorsed and delivered to the 
Bank of Leesburg, Fla. and by that bank 
were sent to the Seattle National Bank 
with a letter of instructions. Attached 
to the papers was a slip: ‘‘ Hold for ar- 
rival. Wire Bank of Leesburg, Fla. when 
paid or refused. (?) of goods if necessary.” 
The Seattle National Bank allowed Pow- 
les to take possession of the bill of lading, 
and gave him written permission to the 
railroad for examination of the fruit, the 
day before its arrival, November 29th. 
On November 30th the oranges arrived 
and wereexamined by Powles and others. 
On December 1 betweeni1,and12, ow- 
les gave his check to the Seattle National 
for the amount of the draft, $619.50, and 
received the draft, stamped ‘‘ paid.”” The 
Seattle bank thereupon wired the Leesburg 
bank that the draft was paid. Powles the 
same day proceeded to remove a consid- 
erable portion of the oranges (103 boxes) 
and found that a large part were frozen, 
presumably en route, and unmarketable. 
He notified the Seattle bank that he would 
not pay the check, and stopped its pay- 
ment, so that when presented, the same 
day, payment was refused. The Seattle 
bank then wired the Leesburg bank that 


payment of the check had been stopped, 
its first telegram having been sent before 
it received notice that the check would not 
be paid. Certain of the oranges were 
good and Powles sold these, realizing 
$130.92. Afterwards, as a result of cor- 
respondence, the Seattle Bank paid the 
amount of the draft to the Leesburg bank, 
in February 1894, and brought suit against 
Powles for the amount of the check. 

A judgment for the bank is affirmed by 
the supreme court, it being 

Held: On the face of the record, the 
Seattle bank appeared to be purchaser of 
the draft. If so, it made itself liable to 
the Leesburg bank by surrendering the 
bill of lading and notifying it the draft 
had been paid. Asit did so at the in- 
stigation and because of the acts of Pow- 
les, the latter cannot now complain be- 
cause ne made a too hasty or superficial 
examination of the oranges. He must 
suffer, rather than the bank, as a result 
of these acts. 

But if it be concluded the Seattle bank 
was the agent of Mote, and not purchaser, 
Powles’ defense cannot be maintained, as 
it is based on the allegation that his check 
was without consideration and puts him 
in the position of electing to rescind the 
contract. But a party cannot ratify one 
part of a contract that is beneficial, and 
disaffirm as to the remainder; if he elects 
to rescind he must do so in toto, within 
a reasonable time in some unequivocal 
manner; and as Powles kept and still re- 
tains a considerable part of the considera- 
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tion, his position in that respect cannot 
be maintained. 

rhe court refers to the elaborate argu- 
ment of the counsel for Powles as to the 
rights of assignees of sight drafts and 
bills of lading contending that neither 
possess the qualities of negotiable paper 
so as to cut off equities existing between 
the original parties to the transaction, 
and contending that the Seattle bank 
stands in the shoes of Mote and that 
Powles has the same defense as if Mote 
were suing. The court, without disput- 
ing the general propositions of commer- 


cial law enunciated in the authorities 
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cited by counsel, says they have no point 
in the present case. 

For here Powles inspected the mer- 
chandise, surrendered the bill of lading into 
the possession of the carrier company, re- 
moved a part of the oranges from the car, 
took up the draft, issued his check, and 
only stopped payment after the Seattle 
Bank had notified the Leesburg Bank that 
the draft had been paid. By these acts 
he placed it out of his power to rescind. 
He could not return the bill of lading to 
the Seattle bank, but this was no fault of 
the latter. 


CERTIFIED CHECK. 


Bank not compelled to pay certified check, transferred without payee’s indorsement, 
until holder proves check has been transferred to him for value. 


Meuer v. Phenix National Bank, N. Y. Supreme Court, Appellate Division, First 
Department, November 6, 1903. 


Section 323 of the Negotiable Instru- 
ments Law provides ‘‘ where a check is 
certified by the bank on which it is drawn 
the certification 1s equivalent to an ac 
ceptance;” and section 79 provides that 
“where the holder of an instrument pay- 
able to his order transfers it for value 
without indorsing it, the transfer vests in 
the transferee such title as the transfer- 
ror had acquired therein.’ Under this, 
held that a bank which certifies a check 
for the holder, which is not indorsed by 
the payee, is entitled to have the fact 
proved that the check has been trans 
ferred to the holder for value before 
being compelled to pay it. 


Appeal from Special Term, New York 
County. 


Action by Max Meuer against the 
Phenix National Bank. From a judg- 
ment on an order overruling defendant’s 
answer as frivolous, and from an order 
denying defendant’s motion for leave to 
amend its answer, and granting plaintiff's 


motion for judgment on the answer as 
frivolous, defendant appeals. Reversed. 


INGRAHAM, J. Theaction was brought 
on a check drawn on the defendant, a 
national bank, to the order of one Edla 
M. Muir, and thereafter, at the request 
of the plaintiff, certified by the defendant. 

The complaint alleges that on the 12th 
day of December, 1go1, one Arthur Johns 
made his check, directed tothe defendant, 
requiring it to pay to the order of one 
Edla M. Muir the sum of $1,303.65, and 
delivered the same to the said Edla M. 
Muir; that on or about the 2gth day of 
December the said Muir,for value, trans- 
ferred the check by delivery to the plain- 
tiff; that thereafter, and on the 15th day 
of January, 1902, at the request of 
the plaintiff, who then and there was the 
owner ard holder of said check, it was 
presented to the defendant for certifica- 
tion, and the defendant, in writing, cer- 
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tified the same payable through the New 
York Clearing House; that thereafter, 
and prior to the commencement of the 
action, the check was presented to the 
defendant for payment through the said 
clearing house, and to the defendant di- 
rect, but no part thereof had been paid. 

To this complaint the defendant inter- 
posed an answer which denies ‘‘ that it 
has information sufficient to form a be- 
lief as fo each and every the allegations 
in paragraph second, third, fourth, and 
fifth of the complaint contained.”’ 

Upon this answer the plaintiff moved 
for judgment, whereupon the defendant, 
upon affidavit and a proposed amended 
answer, obtained an order to show cause 
why the defendant should not have leave 
to serve the amended answer annexed to 
the motion papers. Annexed to these 
papers was an affidavit of the cashier of 
the bank and one of the bank’s attorneys 
stating that the words ‘‘any knowledge 
or” were omitted from the answer 
through inadvertence. In answer to 
that application to amend there was sub- 
mitted an affidavit of the plaintiff’s attor- 
ney which stated that the defendant bank 
and its cashier knew all the facts connec- 
ted with these proceedings, “ because de- 
ponent, prior to instituting this suit, 
called upon said cashier and showed him 
said check, with the certification of the 
defendant bank, and the defendant bank 
has a record of said check in its certifica- 
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tion book.” This affidavit is not denied 
by the defendant. 

It is conceded that the answer, as in- 
terposed, was frivolous, and the ony 
question upon this appeal is as to whether 
the defendant bank should be allowed io 
interpose an amended answer sufficient 
to put at issue the allegation of the com- 
plaint. Section 323 of the negotiable in- 
struments law (chapter 612, p. 756, Laws 
1897) provides, “ where a check is certi- 
fied by the bank on which it is drawn the 
certificate is equivalent to an acceptance.” 
Section 79 of the negotiable instruments 
law (Laws 1897, p. 731, c. 612) provides 
that, ‘‘ where the holder of an instrument 
payable to his order transfers it for value 
without indorsing it, the transfer vests 
in the transferee such title as the trans- 
ferror had acquired therein.” This de- 
fendant bank must have knowledge as to 
whether or not it certified this check, 
whether it was presented to it for pay- 
ment, and whether it refused such pay- 
ment, but it cannot be charged with 
knowledge that the payee of the check 
had transferred it to the plaintiff for 
value. The defendant was entitled to 
have that fact proved before being com- 
pelled to pay a check not indorsed by 
the payee. 

For this reason the order denying the 
motion to allow the defendant to serve 
an amended answer should be reversed, 
etc. All concur. 


DEPOSITORY- OF TRUST FUND. 


Union Stock Yards National Bank v. Campbell, Supreme Court of Nebraska, Nov. 
20, igor (now first available for publication by court order). 


A depository of a trust fund, who parts 
_ with no consideration and is not misled 
to his prejudice by reason of the deposit, 
is bound to restore the fund to the true 


owner on demand, although such deposit 
was made by an agent or trustee, and un- 
til such demand the depository had no 
notice of its real character, 
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GUARANTY BY BANK OF MERCHANT'S DEBT. 


Stewart, Gwynne & Co. v. Sharp County Bank, Supreme Court of Arkansas, October 
31, 1903. 


Stewart, Gwynne & Co., of Memphis, 
sold merchandise to John Eady of Hardy, 
\rk., and instructed their traveling sales- 
man to go to Hardy and not leave there 
until the account ($114.66) was paid, or 
the matter closed up insome way. Eady 
said he could pay in 10 or 15 days, and 
the agent proposed that if the Sharp County 
Bank would accept the account, he would 
extend the time for payment 15 days. 
Eady took the account to the bank, ex- 
plained the circumstances, and the Presi- 
dent indorsed the account as follows: 

‘* This bill will be paid in fifteen 

days. Draw for amount at that 

time. Sharp County Bank, 
C. D. F.” 

This was on August 28th. The account 
was not paid at the end of 15 days, and a 
few days after, Eady failed. Thereafter, 
on the 2nd of October, the account was 
presented at the bank and payment de- 
manded. The bank declined to pay on 
the ground that the same had not been 
presented for payment on the expiration 
of 15 days, nor within 3 days thereafter, 
and for the further reason that no notice 
bad been given the bank that the account 
had not been paid. 

[n an action against the bank there was 
judgment in its favor, which is reversed 
on appeal, it being 

Held: The writing that the debt would 
be paid in 15 days was an absolute guar- 
anty—an unconditional promise to pay at 
that time on default of tne principal. On 
the failure of Eady to pay in 15 days, the 
guarantors became liable according tothe 
terms of their contract and this liability 


was not affected by the failure of the 
guarantee to make demand or give the 
guarantors notice of the default of Eady 
until about two weeks after the expiration 
of the 15 days. Being an absolute guar- 
anty, no such notice was required. It 
was the duty of the guarantors to take 
notice of the fact that the debt was un- 
paid and to adopt such means as they 
deemed necessary to protect themselves. 

The bank contended that plaintiffs 
should have notified them the guaranty 
was accepted, and as they failed to do 
this no binding contract was made. This 
would be true if the writing sued on was 
an offer to guaranty payment of the ac- 
count, but thatis not the case here; it 
was an absolute guaranty of the debt, and 
all parties understood and recognized the 
existence of a valid contract of guaranty. 

Furthermore, there is nothing in the 
contract to support the further conten- 
tion that the guaranty was oncondition that 
the account should be presented to the 
bank for payment on the very day the 
15 day extension expired. The bank may 
have been under the impression this was 
the meaning of the contract, but the case 
must be decided by the language used, 
and that does not sustain the contention. 
The words “draw for the amount at that 
time” were only intended to emphasize 
the guaranty contained in the preceding 
words by saying that the money would be 
ready and that the guarantees could draw 
for it as soon as the 15 days expired. 
These words do not limit their right to 
draw at a later date; for there is nothing 
in the language to notify plaintiffs that 
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unless they drew promptly they would 
forfeit their rights under the contract. * 





~ * Note: The thought may occur to some of 
our readers—Why did not the bank in this case 
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interpose the defense of want of power to bind 
itself by a guaranty of the debt of its customer? 
But the bank in this case was not an incorporated 
institution, but a banking partnership. 


WIFE’S LIABILITY ON HUSBAND'S NOTE IN KENTUCKY. 


Not liable as surety, unless her estate is set apart for purpose by mortgage or other 
conveyance; and although she signs note first, if she is in fact “surety, she will 


not be bound. 


Planters’ Bank & Trust Co. v. Major, Court of Appeals of Kentucky, October 16, 1903. 


The Planters’ Bank & Trust Company 
brought suit against Kittie H. Major and 
Matt S. Major, her husband, to recover 
on two notes, the first dated April 1, 1899, 
and due four months after date, on which 
credits were indorsed aggregating more 
than $1,000, and the other dated June 26, 
1899, for $1,500, due in 60 days, and credit- 
ed with something over $1,300. The wife’s 

name was signed toboth the notes. Judg- 
“ment was entered by default against the 
husband, but the wife pleaded that she 
was the surety of her husband on the notes, 
and relied on her coverture in bar of a 
recovery thereon, under section 2127, 
Ky. St. 1899 providing that the wife’s es- 
tate shall not be liable for the husband's 
debt, unless set apart for that purpose by 
mortgage or other conveyance. 

Held: It has been held that, although 
the wife’s name may appear first on the 
note, the court will look to the substance, 
and if in fact the contract of the wife is an 
attempted assumption by her of the debt 
of another, she will not be held liable, un- 
less she binds herself in the statutory 
mode. When the $1,500 note was negotia- 
ted to the bank, the husband’s account was 
overdrawn with the bank above $300, and 


he had an overdue note there, which, as 
we think, was only his debt, amounting 
to nearly $1,000. The entire proceeds of 
the note were used to pay off the old 
note, or placed to his credit in the bank, 
and checked out by him. The wife was 
not at the bank, and had nothing to do 
with the transaction; it being all done by 
the husband. When the other note was 
made, the husband's account with the 
bank was overdrawn more than $500. The 
entire proceeds of the note were placedito 
his credit, and speedily thereafter check- 
ed out by him; the wife being at home, 
io miles in the country, and having noth- 
ing to do with the transaction except to 
sign her name to the note. She paid 
$1,300 on the debt, and under the evi- 
dence we think the court properly dismiss- 
ed the petition as against her. It is per- 
fectly evident that her name was placed 
first on the notes simply to evade the 
operation of the statute, which made the 
notes void as to her if she signed as surety. 
If such evasions of the statute were tol- 
erated, its purpose of protecting married 
women from this class of contracts would 
be entirely defeated 
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AUTHORITY OF BANK CASHIER. 


‘The cashier of a bank may, for the purpose of collecting a debt due the bank, enter 
into a contract to pay a commission to an agent for procuring a purchaser of 


land held by the bank as security. 


First Nat. Bank of Flatonia v. Ratliff, Court of Civil Appeals of Texas, Oct. 21, 1903. 


Action by Thomas Ratliff against the 
First National Bank of Flatonia to recover. 
$265 as five per cent. commission upon a 
sale of real estate held by the bank as 
security for a debt, the agreement to pay 
such commission having been made by 
the bank’s cashier in its behalf. The 
bank contended that the cashier had no 
authority to make the agreement in ques- 
tion. Judgment against the bank is 
affirmed on appeal. 

Held: The only question to be con- 
sidered is whether the cashier had the 
authority to make the contract sued 
upon, Although it is not necessary to a 
decision of this case it may be deter- 
mined, as contended for by the bank, 
that a cashier has no authority, without 
the consent of the board of directors, 
to enter into a binding contract for the 
sale of lands belonging to the bank; but 
such is not the question here for the 


bank did not own these lands, but simply 

had a mortgage interest in them to the ; 
extent of the amount of the debt secured-—- -== 
The cashier is the collecting officer of the — Tn 
bank and by virtue of his authority, he” > 
has the power to enter into contracts, 
looking towards the collection of debts 

gue the bank, and can, if the occasion. 
becomes necessary, obligate his principal Cc 
to pay reasonable collection fees or com-_~ —r 
missions in furthering the interest of the dd 
bank in collecting the sums due it. The tice 
facts as stated show that the object of ~ 
the bank was to collect its debt, and the 
foreclosure of the mortgage, or the sale 
of the land under the mortgage, was a 
means by which this purpose would be ° 
accomplished and, in the furtherance of 
this object, the cashier had authority to 
enter into a contract to pay a commission 
for the service and assistance of a real 
estate agent in furthering the collection. 


FORGERY OF PAYEE’S INDORSEMENT ON CHECK. 


Check obtained by fraud—payee’s indorsement forged—subsequent indorsement by 
trust company “ previous indorsements guaranteed "—payment by drawee bank 
to trust company —liability of latter to refund. 


Second National Bank of Pittsburg v. Guarantee Trust & Safe Deposit Co., of 
Shamokin, Supreme Court of Pennsylvania, July 9, 1903. 


A check Crawn on a Pittsburgh bank, 
was obtained from a benefit association 
by fraud. The payee’s indorsement was 
forged, and the check was then indorsed 
to a trust company which indorsed it 


‘* Pay to the order of any bank, banker, 
or trust company. Previous indorse- 
ments guaranteed,” and received pay- 
ment from the Pittsburgh bank, drawee. 

Held: The trust company is liable to 
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the Pittsburgh bank for the money ; and 
there is nothing in the contention that, 
the drawer of the check being, by its neg- 
ligeuce in putting same in circulation, 
precluded from recovering, the drawee 
bank, being agent of the drawer, is inno 
better position and not entitled to recover. 


Appeal from Court of Common Pleas, 
Northumberland County. 


Action by the Second National Bank 
of Pittsburg against the Guarantee Trust 
& Safe Deposit Company of Shamokin. 
From an order discharging the rule of a 
judgment for want of a sufficient affida- 
vit of defense, plaintiff appeals. 


The action was brought to recover 
money paid ona draft with a forged in- 
dorsement. The draft was as follows: 





| SUPREME TENT, K.O. T. M OF THE 
| WORLD, NO. 5,624. 
Port Huron, Micu., October 6, 1900. 
Pay to the order of John Davis, brother 
| and beneficiary of Benjamin Davis, of 
| Tent No. 175, State of Penn. ($3,000.00), 
i Oe 
and charge to Life Benefit Fund, Supreme 
Tent K. O. T. M. 
D. P. Markey, 
Supreme Com. 
G. J. Seigle, 
Supreme R. K. 
To Second National Bank, Pittsburgh, Pa. 
Designated Depository. 


Dollars, 





Indorsements: 

* John Davis, brother and beneficiary of 
Benjamin Davis, of Tent No. 175, State 
of Penn. 

“O. J. Reed, Record Keeper of Tent 175, 
Shamokin, Pa. 

“ Pay to the order of any Bank, Banker 
or Trust Co. Previous indorsements guar- 
anteed. 

“ The Guarantee Trust and Safe Deposit 
Company, Shamokin, Pa. Henry L. Lean, 
Treasurer.” 
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The affidavit of defense was as follows: 


“That on October 6, 1900, O. J. Reed, a 
record keeper of Tent No. 175, Shamo- 
kin, Pa., of the Knights of the Macca. 
bees, upon fraudulent proofs of death of 
aman by the name of Benjamin Davis, 
who was insured in the life benefit fund 
of the Supreme Tent of the Knights of 
the Maccabees of the World, for the bene- 
fitof his brother John Davis, obtained a 
draft from the order of Maccabees for the 
sum of $3,000, payable to the order of 
John Davis. It was alleged that the 
said O. J. Reed forged the indorsement 
of the said John Davis upon the said 
draft, and presented the same to the 
Guarantee Trust & Safe Deposit Company 
of Shamokin, Pa., and, through it, had it 
forwarded for collection to the Second 
National Bank of Pittsbury, Pa., the de- 
pository of the Knights of Maccabees, 
which said bank, the plaintiff in this suit, 
remitted the amount of the said draft, 
so collected, to the defendant; that the 
said defendant had no notice of the said 
fraud or forgery until October 31, 1900, 
when notice was received by the defend- 
ant that it was suspected that a fraud 
had been perpetrated by the said O. J. 
Reed upon the Supreme Tent of the 
Knights of the Maccabees of the World, 
in obtaining the said draft, which was 
finally confirmed by subsequent notice 
on November 2, 1900. The deponent 
avers that it was through the carelessness 
and negligence of the Knights of the 
Maccabees, and the fraud and forgery of 
its agent, the said O. J. Reed, record 
keeper of Tent No. 175, of Shamokin, 
Pa., that a death claim was approved by 
the said order, and a draft issued, when, 
with proper precaution, it would have 
been ascertained that the man insured 
was alive; that the said order of the 
Knights of the Maccabees put in circula- 
tion the said fraudulent draft, by means 


. of which the said defendant indorsed the 


same, and forwarded it for collection to 
its agent, the plaintiff, in the city of 
Pittsburg, and, had not the said draft 
been carelessly and negligently issued 
and putin circulation by the Knights of 
the Maccabees, the said defendant would 
not be called upon to pay the said fraudu- 
lent and forged draft; and the deponent 
is advised, and therefore avers, in behalf 
of the said defendant, that the said order 
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of the Knights of the Maccabees cannot 
lawfully recover the amount of the said 
drait declared upon, so fraudulently is- 
sued by it and negligently put into circu- 
lation, and that the plaintiff in this suit, 
being the depository of the funds of the 
said order of the Knights of the Macca- 
bees, is in no better position, and is not 
entitled, in law, to recover the amount of 
said draft so negligently put in circula- 
tion, fer the reason that it is the agent 
of the said order of the Knights of the 
Maccabees, which is responsible for the 
amount of the said draft, by reason of 
its carelessness and negligent manage- 
ment, and carelessly and negligently put- 
ting into circulation the said draft, based 
upon a death claim, when, with ordinary 
diligence, it could have ascertained that 
the person insured was alive.” 


Porrer, J. This isan appeal from the 
erder of the court below discharging a 
rule for judgment for want of a sufficient 
affidavit of defense. On or about Octo- 
ber 6, 1900, the Supreme Tent of the 
Knights of Maccabees of the World drew 
a draft upon the Second National Bank of 
Pittsburg, payable to the order of John 
Davis, a brother and beneficiary of Ben- 
jamin Davis, of Tent No. 175, Shamokin, 
Pa. The draft, however, seems not to 
have been paid to John Davis, the payee, 
orto his order. His name was, however, 
forged by some one, and appears upon the 
back of the draft. It is followed by the 
indorsement of O. J. Reed, record keep. 
er of Tent No. 175, Shamokin, Pa. This 
indorsement is again followed by that of 
the Guarantee Trust & Safe Deposit Com- 
pany, Shamokin, Pa., which also guaran- 
tees the previous indorsements. 

Che draft bearing these indorsements 
was presented to the plaintiff bank for 
payment on October 12, 1900, and was 
paid by it. Afterwards, upon the last day 
of the same month, the plaintiff was noti- 
fied not only that the indorsement of the 
name of John Davis, the payee of the said 
draft, was a forgery, but that a fraud had 
been perpetrated upon the beneficial or- 


der by falsely representing that Benjamin 
Davis, a member of the order, was dead, 
and that his beneficiary, John Davis, was 
therefore entitled to receive the amount 
of the death benefit. Plaintiff at once 
notified the defendant of the fraud, and 
shortly afterwards demanded repayment 
of the money for the draft. This was re- 
fused, and this suit was brought to re- 
cover from the defendant as indorser. 
The defendant, in its affidavit of de- 
fense, admits all the facts of the trans- 
action, but endeavors to avoid liability by 
averring that the draft was issued by the 
order of the Knights of Maccabees with- 
out proper precaution having been taken 
to ascertain whether or not the person 
insured was alive. It then imputes this 
alleged negligence of the beneficiary or- 
der to the plaintiff bank, by reason of its 
being the depository of the funds of the 
said order. The matter which it is thus 
sought toinject into the case as a defense 
has no proper place there. The liability 
of the defendant here is that of an in- 
dorser. The form in which its indorse- 
ment was placed upon the back of the 
draft was not the mere writing of its 
name there, which of itself would create 
an implied warranty of the genuineness 
of the previous indorsements, but it was — 
more. The defendant expressly guaran- 
tied the previous indorsements. What 
reason then is there for excusing it from 
complying with the terms of its contract? 
None that we can discover in the affidavit 
of defense. This action is between the 
bank and the last previovs indorser. The 
drawer of the draft is not a party. The 
duty of the defendant is to take up the 
draft, as it agreed to do in case anything 
was found wrong with the previous in- 
dorsements, and then it, in turn, can fall 
back upon the party from whom it re- 
ceived the draft, and who indorsed to it. 
We fail to see any relevancy whatever 
in the suggestion that the beneficial order 
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was negligent in issuing a draft to pay a 
death benefit for a member who was yet 
alive, That is not the point in this case. 
Whether or not it failed to make due in- 
quiry matters not in this proceedirg. That 
would go only to the question of consid- 
eration as between the order and the bene- 
ficiary. Upon what it considered satis- 
factory proof, the order drew its draft 
upon the bank for a sum of money pay- 
able to the order of John Davis. It had 
a right to require that its direction in this 
respect should be carried out. The draft 
was payable only upon the order of John 
Davis. And until John Davis did actu- 
ally order or direct the payment of the 
draft to some one else, the title to the in- 
strument remained in him, and never prop- 
erly passed from him. When the defend- 
ant, therefore, took the draft without 
knowing whether or not the signature of 
John Davis, which appeared upon the back 
of the draft, was genuine, it took the in- 
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strument at its own peril. Its liability in 
this respect was expressly recognized by 
its volunteering to guaranty the previous 
indorsements. The form in which the 
defendant indorsed the draft makes clear 
its intention not only to transfer, but to 
be bound as indorser, and as guaranty- 
ing the validity of the prior indorsements, 
The defendant is therefore clearly liable 
in this case. To hold otherwise would be 
to deny to the plaintiff the benefit of the 
general rule that one who has paid a bill 
or draft to one holding it under a forged 
indorsement may recover back the amount, 
if he proceeded with due diligence. 

The order discharging the rule is re- 
versed, and the record is remitted to the 
court below, with directions to enter 
judgment for the plaintiff unless other 
legal or equitable cause be shown to the 
court below why such judgment should 
not be entered. 


GUARANTY TO BANK. 


A guaranty to a bank construed not to protect it in making future advances. 


Merchants & Farmers Bank v. Calmes, Supreme Court of Mississippi, October 26,1903. 


The guaranty which is the subject of 
suit between the Merchants & Farmers 
Bank and Calmes is as follows: 

‘* Brooksville, Miss. Dec. 6, 1898. 
We hereby guaranty the account of 

Calmes & St. John Co. withthe Mer- 

chants & Farmers Bank of Macon, 

Miss. to the amount of $2,500. -It is 

agreed and understood that this guar- 

anty is to cover, ail amounts which 


above firm may owe the said bank to 
the above specified amount. 
W. P. Calmes, 
Josie Calmes.” 
Held: The guaranty was nota continu- 
ing one, and was confined to the account 
as of its date, December 6, 1898. The 
bank, therefore, cannot hold the guaran- 
tors for subsequent advances to the Cal- 
mes & St John Co, 
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REPORT OF THE NEW YORK BANK SUPERINTENDENT. 


HE annual report of Frederick D. Kilburn, 

Superintendent of the Banking Depart- 

ment of the state of New York, was transmitted 
to the legislature on January 6th. 


THE CORNWALL BANK. 


The report first makes special mention of the 
failure of the Cornwall Bank, a small institution 
which was left almost wholly to the manage- 
ment of its cashier, who speculated unsuccess- 
fully in the stock market. The superintendent 
thus moralizes: 

“ The two lessons that the affair enforces are 
that there is no safety for any man in diverting 
to his own uses the first doilar of moneys held by 
him in a trust capacity, and that directors who 
do not ‘diligently’ administer the affairs of their 
corporations, or who ‘willingly permit’ the laws 
applicable thereto to be violated, are guilty both 
of thrusting temptation before their employees 
and of risking the ruin of their institutions.” 
{RUST COMPANY OF REPUBLIC’S SHIPBUILD- 

ING LOANS. 

Next, the superintendent gives an account of 
the failure of the United States Shipbuilding 
Company and of the connection of the Trust 
Company of the Republic with the financing of 
that corporation’s affairs, making a statement of 
his own course in the matter. The trust com- 
pany had made numerous loans without collat- 
eral other than Shipbuilding stock and_ securi- 
ties, one of them to Mr. Dresser, the president 
of the company, and to Mr. Nixon, for nearly a 
million and three-quarters of dollars and, be- 
sides, had guaranteed loans made by other in- 
stitutions to Dresser and Nixon of two million 
dollars, jeopardizing its solvency and flagrantly 
transgressing the law. Instead of referring the 
company at once to the Attorney General for 
proceedings in insolvency, the superintendent 
adopted a line of procedure which ultimately re- 
sulted in the recovery of nearly four million dol- 
lars which might have otherwise proved a loss, 
and the company preserved its solvency by cut- 
ting its capital in two, having been required to 
charge over a million dollars to profit and loss. 


DEPARTMENT'S SYSTEM OF EXAMINATIONS. 


The report then outlines the system of ex- 
aminations in the department, as matter of pub- 
lic interest. The law requires examinations of 
banks, trust companies, building and loan as- 
sociations, safe deposit companies and mort- 
gage companies, as often as once a year, and 
savings banks once in two years. The law also 
authorizes special examination of an institution, 
but such is usually undertaken only when some 
particular disclosure occasions anxiety, or when 
its own reports indicate irregular or unsatisfac- 
tory conditions. Special examinations are not 
frequent, nor so exceptionai as to be unusual. 
The dates of regular examinations are varied from 
year to year, so that institutions cannot calcu- 
late them with certainty. Not only liabilities 
but resources are investigated, and the examiners 
become singularly proficient in analyzing and 
classifying these with correctness as ‘doubt- 
ful,” “bad” and “ good.” Examiners also 
note whether improper investments are held, 
all irregularities practiced, whether faults pre- 
viously reported have been corrected; and in 
short, every matter which is subject of criti- 
cism. Prompt reports are made by examiners 
to the superintendent who goes over them 
searchingly and writes the criticised institu- 
tion, detailing the examiner's criticisms, di- 
recting that worthless assets be charged off, all 
irregular, unsafe and illegal practices discon- 
tinued and remedied,and prompt report of the 
action taken be made to the department. Re- 
cord of the letters and replies is made in a 
separate book. A second letter and, if neces- 
sary a third, from the department follows a 
failure to reply to the first and, if of sufficient 
importance, is followed by personal visitation 
of superintendent or examiner and _ interview. 
All matters of criticism are followed diligently 
until corrected so far as the circumstances per- 
mit. Thus, close touch is kept with the af- 
fairs of every bank and trust company and its 
actual condition at date of examination is made 
determinable almost at a glance. 

But despite the utmost care and vigilance, 
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censurable practices at times creep in and vio- 
lations of law occur. Managers and clerks may 
go wrong, if so disposed, in the interval between 
examinations or reports, and no supervisory 
system is effectual to prevent them altogether. 
The final dependence of public and stockhold- 
ers against weakness, recklessness and dishon- 
esty must be upon boards of directors who are 


duly vigilant and upon executive officers of ab- 
solute probity. 


THE NEW YORK BUILDING-LOAN BANKING 
COMPANY. 

The report next states the reference of the 
New York Building-Loan Banking Company to 
the attorney general in consequence of the 
findings against it in the report of its regular 
examination, as the sensational episode of the 
year. The report of examination satisfied the 
superintendent the company was hopelessly in 
solvent, and conducting its affairs with great 
extravagance upon a plan false and vicious in 
principle. 

The superintendent had, in prior annual re- 
ports, without particularly naming any one 
association, pointed out that a business conduct- 
ed upon the basis of the company in question, 
could not possibly be safe and must end in dis- 
aster. 


This company’s equities in the proper- 
ties by which its advances to borrowing mem- 
bers were secured, almost exclusively through 
second, third or fourth mortgages, were too 
slight to be a source of strength in an emergen- 
cy and the superintendent long held the opinion 
the company would eventually fall of its own 


weight. But the courts uniformly held, against 
the banking department, that it was necessary 
that there be an actual demonstration of insol- 
vency as a pre-requisite to the appointment of 
a receiver, which it was all but impossible to 
show in the case of an institution the value of 
whose assets depended so largely upon the 
worth of real estate mortgaged to or owned by 
it. The report details the proceedings which 
ultimately led to the appointment of a receiver. 

The superintendent states that year after 
year, he has made efforts to have the Banking 
Law so changed as to prohibit unsound prac- 
tices by associations of this class and vest 
powers in the Superintendent which would en- 
able him to deal effectually with these associa- 
tions in case of need, but the time had to be 
awaited when ex,erience would destroy faith in 
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such a system. With the example of this asso- 
ciation now before them, it is improbable that 
other building and loan associations will \en- 
ture upon similar practices, and with the edu- 
cation that the public has had from the case, 
the legislature will doubtless erect new safe- 
guards and make absolute certain restrictions 
in the Banking Law which are now only quali- 
fied or contingent. 


GENERAL CONDITIONS. 


The report next passes to general conditions, 
The general trend of affairs during the past 
year is declared to have been favorable and 
the condition of corporations, as a whole, to 
have improved. Notwithstanding the disturb- 
ance of confidence among shareholders in build 
ing and loan associations caused by the failure 
of the New York Building-Loan Banking Com- 
pany, the reports concerning these associations, 
as a whole, disclose fewer faults than formerly 
and show that their officers are doing more 
conscientious work and achieving better results 
than ever before. The Superintendent expects 
that a majority of the active associations will 
show, in their January reports, increased re- 
sources and improved prospects for the invest- 
ors with them. By the closing of the badly 
managed associations, causes for popular dis- 
trust have been eliminated and unfair competi- 
tion has been removed. Opportunity is thus 
opened to associations that do business legiti- 
mately to occupy a larger field and to accomp- 
lish the benefits for which they were chartered. 


BANKS OF DEPOSIT AND DISCOUNT. 


Fourteen state banks closed during the year 
and fifteen were organized, a gain of one during 
the year, making the whole number in active 
business on the 30th of September, 190. Three 
of the banks that closed combined to form a 
new and larger institution, four were merged 
into other banks, two entered the national sys- 
tem, two were replaced by trust companies con- 
trolled by the same interests, one (the Cornwall 
Bank) failed, and two went into voluntary ligt'- 
dation, one because its business was not profit- 
able, the other to become a branch office of a 
trust company. 

Of the fifteen new banks, nine are located in 
New York City. Besides these r:wly organ- 
ized institutions, seventeen branch offices of 
banks were opened in New York during the 
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year, making the whole number of branches on 
3oth of September, 54. The facilities provided 
by these branches to their customers are sub- 
stantially the same as afforded by independent 
banks, so that the system has virtually in- 
creased in the number of institutions, as well as 
in total assets and apparently in prosperity. 
The aggregate resources of the state banks at 
the date of their last report in the fiscal year 
were $367,613,345, or $15,897,161 mere than at 
the corresponding date in 1902. 

Certain features of interest are disclosed by a 
comparison of the state banks with those in the 
national system. The national banks are great- 
er in number and the various items reflecting 
their condition vastly larger, but they are not 
more prosperous nor proportionately stronger. 
Their percentage of surplus to capital is under 
106 while that of the state banks is over 112. 
Their resources decreased $76,504,192 during 
the year while those of the state banks increased 
over fifteen million dollars as above shown. 
While sixteen national banks were chartered 
during the year and seventeen in the preceding 
year, only one of the 33 was located in New 
York City, while of the 28 state banks organized 
in the same time 15 are in that city. The 
largest capitalization of any one of the new na- 
tional banks is $250,000, while of the new state 
banks two have a capital of twice that size. 
The whole number of national banks in active 
business September 30 was 362, with aggregate 
capital of $136,769,840, surplus and profits of 
$144,624.685 and total resources $1,522,208,085. 


THE TRUST COMPANIES. 


The latest reports showing the condition of 
the trust companies is as of the morning of 


July 1 last. They show aggregate capital of 
$62,550,000 being an increase of $9,335,000 in 
the year, surplus and undivided profits $141,- 
686,703, an increase of $26,911,055 and total 
resources of $1,146,370,755, an increase of $68,- 
158,070. Total deposits on July 1, 1903, were 
$914,769,871.56 which have, however, decreased 
in most companies since that date. The num- 
ber of reporting companies on July 1 were 77, 
7 more than in the preceding July. Upward of 
$21,000,000 of the increase in surplus was of 
money paid in upon the organization of new 
companies, or upon the sale of new stock at a 
premium in cases of increase of capital of com- 
panies previously in business, so that upon their 
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own statements the compinies made during 
the year hardly more than $6,000,0c0 besides 
the profits which they distributed in dividends. 
The period covered, however, was one during 
which security values shrank tremendously, and 
considering that the trust companies held stock 
and bond investments amounting to $230,000,- 
oe0, the conclusion follows that only by the 
most prudent and sagacious management could 
any gain at all have been expected or, indeed, 
escape from actual loss averted. The test of 
strength so supplied was severe and the com- 
panies and the public alike are to be congratu- 
lated that, with one or two exceptions, it un- 
covered no danger points and left no wrecks. 

The report makes an interesting computation 
concerning the volume of business shown by 
the weekly statement of the New York Clearing 
House. ‘There are but 55 banks in the Clear- 
ing House and 34 non-member banks clearing 
through agents. The Clearing House banks 
including non-members had July 3, 1903: 
Capital $116,864,700 
Surplus and profits. 136,181,200 
Deposits 
Loans and investments 

The trust companies had on July 1, 1903: 
Capital $56,475,000 
Surplus and profits 136,046,491 
Deposits (including $232,892,531 of 

“ deposits in trust’’) 
Loans and investments 


Cash on deposit in banks and other 
moneyed institutions............ 108,180,224 


Cash on hand 23,306, 387 

There are also seventeen state banks and 7 
national banks in Greater New York that are 
not members of the Clearing House, nor in the 
jist of non-member banks. Add the items of 
capital, surplus, deposits and loans and invest- 
ments which the reports of these institutions 
would show to the corresponding items above 
given for the trust companies, and it is prob- 
able that the aggregate would closely approxi- 
mate the figures given for the Clearing House 
banks and banks reporting to the Clearing 
House. Hence, the weekly statement, as now 
compiled, covers only about half of what it would 
cover if all were included. 


828,338,354 
884,807,293 


THE SAVINGS BANKS. 


The number of savings banks which reported 
July 1 was 127, the same as six months and 
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one year previously. One savings bank in New 
York City, however, was authorized in October, 
making the whole number authorized in the 
past eight years, five, while four closed during 
the same period. Though the depreciation of 
bonds alluded to had impaired the surplus of 
the savings banks as computed upon the mar- 
ket value of their investments more than $7,000,- 
000, their July reports showed them to have a 
combined surplus of more than $108,000,000 or 
nearly ten per cent. above all liabilities and to be 
otherwise in a thriving condition. Due deposi- 
tors increased $35,000,000 in six months and 
$61,000,000 in a year so that on July rst last the 
total was $1,112,418,522.36 ; and the number of 
open accounts had advanced in the twelve 
months from 2,229,661 to 2,327,812. The re- 
port states the improbability, however, that the 
rate of growth reported for the first half of the 
calendar year has continued through the second 
half. It seldom, if ever, does and the conditions 
which have obtained since July (labor disturb- 
ances and investment opportunities) justify the 
expectation that withdrawals have been larger 
in that time, and deposits smaller, than have 
been the rule in recent years. 


PERSONAL LOAN ASSOCIATIONS. 


Two years ago, 110 associations for loaning 
money upon the pledge of personal property 
were under the supervision of the Banking De- 
partment. This number, because of the enact- 
ment of restrictive legislation, had decreased 
December 1902 to about 4o and has since fal- 
len to 15. These associations had been organ- 
ized to loan money at extortionate rates and 
when their privileges were curtailed by the legis- 
lature and their operations subjected to super- 
vision, they proceeded to dissolve. There are 
indications that individuals are now prosecuting 
such business and charging usurious rates on 
loans, so that borrowers may not be faring bet- 
ter, but the state does not now stand sponsor 
for the lenders, as in a sense it did before the 
personal loan law was amended. 


BANKING LAW AMENDMENTS. 


In building and loan association management, 
the practice of making deductions from stock 
payments to meet running expenses was a 
source of abundant abuse, as it permitted ex- 
travagance and caused discontent on the part of 
shareholders. Chapter 84 of the laws of 1903 
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amends section 196b of the Banking Law so 
that that practice is now prohibited. 

In the case of trust companies, investment of 
capital could formerly be made in bonds and 
mortgages on unincumbered real property worth 
double the amount loaned thereon. Chapter 
160, laws of 1903, amended section 169 of the 
Banking Law so as to permit such loans to the 
extent of 60 per cent. of the real estate. 

Section 116 of the Banking Law was amend- 
ed by adding bonds of the Buffalo Creek Rail- 
road Company to the list of securities in which 
savings banks could lawfully invest and it was 
also made lawful for savings banks to invest in 
interest-bearing obligations in villages and towns 
in New York state. Under the strict letter of 
the former law, the investment in village and 
town obligations was permitted only in case 
they were in the form of bonds. 


TOTAL RESOURCES. 


The total resources of the several classes of 
institutions which report to this Department, as 
shown by their reports as of the dates indicated, 
are as follows: 

Banks of deposit and discount, 

August 25, 1903 
Savings banks, July 1, 1903 
Trust companies, July 1, 1903... 
Safe deposit companies, July 1, 


$367 ,613,345 
1,221,425,002 


1,146,379,755 


6,798,843 
Foreign mortgage companies, Jan- 
uary I, 1903 
Building and loan associations, 
January 1, 1903 
Domestic mortgage and security 
company 
Building lot associations, January 
538.810 


I, 1903.. 
Security and mortgage companies 4,500.142 


$2,807, 368,569 


4.857.435 
53,952,387 


1,311,850 


The gain over the previous year is $1 35,366,68 5 

And since January, 1896, the time 
Mr. Kilburn became Superin- 
tendent of Banks 


1,262,494,873 
Nore.—The resources of mortgage and security com 
panies, and of building lot association, did not appear in 
the like table given in report for 1902, and they are not in 
cluded in the feures of increase stated above. 


LEGISLATION RECOMMENDED. 


An important feature of the report is a dis- 
cussion, by the Superintendent, of certain re- 
commendations for legislation to increase the 
soundness and efficiency of the banking system 
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of the state. We give this branch of the re- 


port verbatim: 


i 


EXAMINATION BY DIRECTORS. 


The plundering of the Cornwall Bank by its 
cashier adds force to the recommendation sever- 
al times submitted by me, that the Banking Law 
be amended to require a compulsory examina- 
tion of banks by their boards of directors, or by 
a committee, or an expert accountant, represent- 
ing the directors, at least as often as every six 
months, and that verified reports thereof be 
filed in the Banking Department. Almost simul- 
taneously with the Cornwall wrecking, the 
news dispatches reported two banks closed in 
other states for like cause, and as to one of 
them the defaulting official was quoted as having 
pronounced the directors almost equally culpable 
with himself, since, as he said, his pecula- 
tions could not have escaped discovery had there 
been but the most perfunctory examination of 
the books of the bank at any time during several 
preceding months. The “one-man bank”’ is 
not an institution to be encouraged, and direct- 
ors who accept a trust should be compelled to 
give some sort of attention to its obligations. 
The practice here recommended would serve 
also to make directors better informed concern- 
ing the affairs of their banks, and thus tend to 
prevent losses due to mistakes of judgment, or 
to undue leniency with debtors by administra- 
tive officers. 

INVESTMENTS BY TRUST COMPANIES. 


While the instances where serious embarrass- 
ment has been experienced by trust companies 
have happily been extremely few, all of them, 
except one, have arisen from too large transac- 
tions the safety of which depended wholly upon 
the success of one or two, or two or three, en- 
terprises. That was the trouble with the Hol- 
land, and the same course seems to have cost 
the Trust Company of the Republic a million 
dollars in resources, a loss of practically all of 
its business, and a threatened lawsuit. 

Effort has been made for two years now to 
amend section 159 of the Banking Law so as to 
make its meaning indisputably clear, so that it 
shall prohibit in terms which can not be mis- 
taken the investment by any trust company of 
more than ten per cent. of its combined capital 
and surplus in the stock of any private corpora- 
tion. At present the prohibition, as I construe 
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it, is sufficiently plain against investments of 
this character in excess of ten per cent. of the 
capital of the investing company, but that in- 
terpretation has been challenged both as a 
matter of law and of reasonableness of require- 
ment. It is fairly claimed that a company which 
has accumulated by careful and sagacious man- 
agement a surplus of perhaps five or ten mil- 
lion dollars should not be held to quite the same 
limit as an untried company of equal capital, but 
having a much smaller surplus. It is not un- 
reasonable, therefore, as it seems to me, that 
the limit be extended as here suggested. But, 
as it is contended by some of the specially char- 
tered companies that the provisions of section 
($9 are not applicable to them, it is important 
that the restriction proposed shall be made in 
terms to apply to all trust companies whose 
charters do not expressly authorize them to in- 
vest in the stocks of private corporations in the 
discretion of the management. 

Underwriting engagements, as they are com- 
monly contracted, commit subscribers not mere- 
ly to an agreement to take a stated amount of 
stock or bonds at a stipulated price, but the es- 
sence of the business often is that the subscriber 
undertakes virtually to stand as a promoter 
in the case. The success of the enterprise to 
be exploited is often all yet to be achieved, and 
is, therefore, problematical and speculative. 

Trust companies should be prohibited by 
law from engaging in underwriting schemes. 
In my opinion it is sufficient for them to be al- 
lowed to invest in the securities of private cor- 
porations only after these securities have had 
inception and their value tested upon the mar- 
ket. Those who underwrite enter into their en- 
gagements of course upon the expectation of 
being able to market the securities for which 
they subscribe at a greater price than that 
which they promise to pay. This is not invest- 
ment ; it is speculation, in which trust compan- 
ies ought not to be allowed to use the money of 
their depositors. 

The experiences in New York within a year 
or two where bonds thus put out have had very 
great depreciation, regardless of the strength of 
their support, have occasioned many regrets and 
sore memories. I hold, therefore, that it is not 
enough that the door be closed effectually against 
excessive purchases of stocks of private corpora- 
tions, but that it should be shut also against a too 
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close and dangerously large identification in any 
manner of the fortunes of a trust company with 
experimental and hazardous schemes for the 
financing and development of properties which, 
even if eventually successful, may have before 
them long years of uncertainty and difficulties. 
The public’s deposits deserve to be guarded 
against such reckless employment, and the stat- 
ute should be so changed as at least to impose 
a limit beyond which operations along such 
lines can not be lawfully carried. 


FOREIGN TRUST COMPANIES. 


The failure of the International Bank and 
Trust Company of America, a Delaware cor- 
poration, in October last, was thought by the 
District Attorney of the county of New York to 
require investigation at his hands, the company 
having maintained an office in New York, and 
a communication to me from that official states 
that the company had been receiving deposits in 
New York, whichit had no right todo. Ihad un- 
dertaken upon several occasions to investigate the 
operations of the company in this State, and 
had been given the most unequivocal assurances 
by its officers, both orally and in writing, that it 
was transacting no business whatever in New 
York in violation of law, or to which exception 
could be taken. I have before mea list of twelve 
other foreign trust companies, so-called, which 
have offices in the metropolis, and for the ex- 
amination of which commissions issued by me 
are now outstanding. How many more there 
may be I have no means of knowing. nor has 
any other State official. No other class of for- 
eign corporations is permitted to do business in 
this State except upon a license properly pro- 
cured, but as to foreign trust companies the laws 
of New York, if not altogether silent, are at 
least so lacking in direct expression as to leave 
it perhaps uncertain what the privileges of such 
companies may be here, if any. My own view 
is that, upon a consideration of all laws that I 
have been able to discover which have any 
bearing on the question, it was never intended 
that foreign trust companies should have the 
right to establish offices or to do business in 
New York. 

Section 88 of the Banking Law provides that 
no foreign corporation, other than a national 
bank, shall keep any office for the purpose of re- 
ceiving deposits, or discounting notes or bills, 
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or issuing any evidence of debt to be loaned or 
put in circulation as money within this State. 

Section 19 of the General Corporation Law 
provides that no corporation, except a corpora- 
tion formed under or subject to the Banking 
Law, shall by any implication or construction 
be deemed to possess the power of carrying on 
the business of discounting bills, notes, or other 
evidences of debt, of receiving deposits, or buy- 
ing gold or silver bullion or foreign coins, or 
buying and selling bills of exchange, or shall 
issue bills, notes, or other evidences of debt for 
circulation as money. 

These are the only statutes except the penai 
code which deal with the subject, and it will be 
seen that many of the powers granted to domestic 
trust companies are not prohibited by these 
provisions, and, since some are prohibited, it is 
argued that a foreign trust company may come 
into this State and do the things which are not 
expressly prohibited. 

Section 19 of the General Corporation Law, 
above referred to, has been held to include in 
its prohibition foreign corporations, but it has 
also been held that it does not prohibit foreign 
corporations from purchasing promissory notes. 

A foreign trust company should certainly not 
have the power to come into this State and re- 
ceive deposits, or act as trustee, guardian, execu- 
tor, or in any other of the several fiduciary 
capacities. This condition of uncertainty and 
lack of regulation ought not to continue longer, 
and it is respectfully suggested that the Legis- 
lature expressly prohibit foreign trust compan- 
ies—whether vested by their charters with pow- 
ers akin to those possessed by our own trust 
companies, or whatever their real character, 
provided they have the word “trust” as a part 
of their corporate title—from maintaining offices 
in this State, or else that they be accorded that 
privilege only upon the authorization of the 
Superintendent of Banks, subject to his exam- 
ination, and with statutory restrictions as to 
the kind of business they may do under such 
authorization 


BRANCH OFFICES OF TRUST COMPANIES. 


I now hold that a trust company organized 
under the general law has no right to open a 
branch, except upon authority from this De- 
partment, and that such authority may be given 
or with-held in the discretion of the Superinten- 
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dent. But there is no express provision in the 
law to this effect, and it is only from inference 
that I claim such authority. 

Some sdecially chartered trust companies, 
however, claim the right to open one or more 
branches without the consent of this Depart- 
ment. That provision of the statute which 
makes it the duty of the Superintendent to as- 
certain from the best sources at his command 
whether “the public convenience and advantage 
will be promoted” by the establishment of a 
trust company obtains with just as much force 
as to the establishment of a branch. 

The law should be amended so as definitely 
to declare the rights of all trust companies 


and the powers of the Superintendent in this 
direction. 


LEGAL RESERVE FOR TRUST COMPANIES. 


In my report to the Legislature for the year 
ending September 30th, rgo1, I stated that I 
was not prepared to recommend the enactment 
of a requirement that trust companies carry a 
certain percentage of their deposits as a cash 
reserve, and reasons were given at that time 
for declining to make such a recommendation. 

Since then the New York Clearing House, 
by an amendment to its constitution, has re- 
quired that every non-member clearing through 
a member of the Association shall after June 1st, 
1903, keep in its vaults a cash reserve equal to 
five per cent. of its deposits, which percentage 
shall be increased after cight months to seven 
and one-half, and after one year to not less than 
ten nor more than fifteen, as shall be from time 
to time fixed by the Clearing House Committee. 

At that time there were twenty-six trust com- 
panies in Greater New York clearing through 
the Clearing House. Since the adoption of this 
amendment nine have ceased to clear through 
the Clearing House, so that there are to-day 
but seventeen companies availing themselves of 
this privilege, none having been admitted since 
June, last. 

While this rule of the Clearing House has 
perhaps resulted in lessening the amount of 
strictly commercial business done by trust com- 
panies, it certainly has not resulted in inducing 
them generally to keep the reserve therein 
required. Those trust companies which have 
withdrawn from the privileges of the Clear- 
ing House, and those that never belonged, nec- 
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essarily suffer more or less inconvenience be- 
cause they do not enjoy the advantages of Clear- 
ing House banks, but the banks themselves 
suffer a greater inconvenience because of their 
readiness to collect as best they can checks de- 
posited with them by trust companies drawn 
upon institutions in no way connected with the 
Clearing House. This they do in consideration 
of a goodly credit balance kept with them by the 
trust companies, so that, after all, the inconven- 
ience resulting to the trust companies because 
of not being connected with the Clearing House 
is not very great. 

There is no question but that there isa grow- 
ing sentiment in banking circles, especially in 
the city of New York, that trust companies 
should be obliged by law to keep a cash reserve. 
The rule of the Clearing House has been found 
to be inadequate for the purpose. It will hardly 
be disputed that the greater portion of the busi- 
ness of most trust companies is a general bank- 
ing business, and because of that, and in view 
of the sentiment existing in the Clearing House 
Association, and among bankers and business 
men generally, the subject of reserves by trust 
companies should be regulated by statute. 

The reports cf the trust companies located in 
the city of New York showed on the first day 
of July, 1903: 

Due depositors, including banks 

and savings banks $828, 338,354.56 

108, 180,224.31 

23,306, 387.83 
showing, as a matter of fact, that they had in 
cash and on deposit fifteen and nearly nine- 
tenths per cent. of their deposits, of which a 
little more than one-fifth was in cash. 

The reports of the trust companies outside of 
the city of New York showed on the first day of 
July, 1903° 
Due depositors, including banks - 

and savings banks $86,431,517.00 
Deposited in banks 12,208,402.20 
Cash on hand.. 3,402,302.13 
showing that they nad in cash and on deposit 
fourteen per cent. of their deposits, of which 
more than one-quarter was in cash. 

Agitation of the subject has created to some 
extent at least an indefinite, and, although wholly 
unwarranted, yet somewhat damaging impres- 
sion against trust companies, especially in the 
city of New York. I think, therefore, that it 
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would be wise to set the whole matter at rest 
by the enactment of a law which will require 
the trust companies of the State to keep a re- 
Serve equal to that required of State banks, 
which in the city of New York are obliged under 
the law to-day to keep a reserve of fifteen per 
cent., one-half of which must be in cash, and in 
the balance of the State a reserve of ten per 
cent., one-half of which must be in cash; with 
the modification, however, that trust companies 
located in the city of New York shall be obliged 
to keep but five per cent. in cash. 

The statutory requirement is that the entire 
capital of trust companies be invested in speci- 
fied securities, which in practice are so chosen 
by nearly every trust company that they are a 
class of bonds that could be immediately con- 
verted into cash if emergency should arise. This 
character of investment of capital by the trust 
companies ought to count for something in the 
way of offset to the requirement of the Clearing 
House of banks in respect to the cash reserve, 
and therefore my judgment is that every need 
in New York city, and elsewhere, would be met 
if the law was so amended as to require trust 
companies throughout the State to maintain a 
legal reserve of the percentages above suggested. 
Even this, I am confident, will be regarded as 
unnecessary by many trust companies, on ac- 
count of the large amount of trust funds carried 
by them, and it may be that all reasonable re- 
quirements would be satisfied if such funds were 
excluded in ascertaining the amount upon which 
the reserve should be computed. 

This and other changes or modifications can, 
however, be determined and adjusted during the 
consideration of the subject by the Legislature 
should it take the matter up. 

In this connection it may be pertinent to make 
a few suggestions regarding the weekly  state- 
ment issued by the Clearing House, giving the 
condition of the Association Banks in the ciy 
of New York. 

In a preceding part of thisreport will be found 
a comparative statement of resources and liabili- 
ties of the Clearing House banks and the non- 
member banks (those clearing through agents) 
on the one side, and the trust companies on the 
other. From this statement it will be seen that 
the resources of the trust companies approxi- 
mate those of the banks reporting to the Clear- 
ing House, and that the deposits of the trust 
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companies (including “deposits in trust”) are 
but about one hundred and forty-six million 
dollars below the total of all of these banks. 

While the weekly bank statement undoubted- 
ly reflects truly the average condition of the 
Clearing House banks, and those reporting to 
that Association, for the week, it is certainly in- 
complete as a statement of the entire situation, 
and therefore misleading. It is used as a basis 
for stock market manipulation, and fails to re- 
flect the true condition of financial affairs so 
far as the amount of available funds for loan- 
ing purposes, and the deposits and loans of 
banking corporations, in New York city are 
concerned. 

The fact that these weekly statements are in- 
adequate and misleading is fully appreciated by 
the banking fraternity of the eity, but, under 
present conditions, there seems to be no prac- 
ticable remedy. 

If the Legislature shouid see fit to make some 
statutory provision regarding reserves to be 
held by trust companies, I suggest the propriety 
of also requiring an accurate weekly statement 
of the condition of all trust companies and State 
banks in the city of New York. This, together 
with a statement of the Clearing House banks, 
and the banks which now report to the Clearing 
House, would result in a comprehensive and 
substantially correct weekly report of financial 
conditions so far as banking institutions in the 
city of New York are concerned. 


BUILDING AND LOAN ASSOCIATIONS. 


The building and loan associations, the ex- 
travagance or dishonesty of whose management, 
or the unsound and vicious character of whose 
plans of operation, foredoomed their members 
to disappointment, their business to failure, and 
their memory to execration have almost wholly 
disappeared. A few escaped the common fate by 
reforming such of their practices as made for 
danger, but most of them, stubbornly and blind- 
ly adhering to their follies, have been closed by 
the courts, and their affairs given over to the 
care of receivers. 

The Legislature and the courts have gone far 
within five years to improve New York’s sys- 
tem of savings and loan associations. Formerly 
it was not difficult for unscrupulous men to ac- 
quire control of an association, equip it with a 
set of by-laws framed to facilitate robbery, and 
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a few years leave it looted and insolvent. Now 
by-laws can be adopted only after their approval 
by the Superintendent of Banks, and after hav- 
ing been passed upon by by the shareholders, 
who must have thirty days’ notice of proposed 
changes. The payment of free withdrawals, 
whereby the interests of persistent members 
were sacrificed, was for years a serious abuse, 
but has now been corrected. The divided or 
second-mortgage plan has been prohibited to 
all associations that were not engaged in that 
character of business at the date of the enact- 
ment of the restriction, which effectually blocks 
one path that led straight to destruction. An- 
other grave abuse, at one time quite prevalent, 
was the payment of running expenses from stock 
payments by members, but hereafter expenses 
can be paid only from earnings. With two or 
three additional. barriers incorporated in the 
Banking Law, the system would be as safe per- 
haps as law could make it as against everything 
but incompetency in management, or downright 
thievery. 

These changes, which I advise strongly, are: 
That the qualified prohibition contained in 
the Banking Law prohibiting a building and 
loan association from loaning its funds upon 
second mortgages be made absolute. This pro- 
hibition applies now only to those associations 
which were not engaged in the business of so 
loaning their funds on the first day of March, 
1901. The exception should be repealed. The 
moneys of poor men and women, who consti- 
tute in the main the membership of these asso- 
ciations, ought not to be hazarded in loans that 
can not be adequately protected in case of the 
foreclosure of a prior lien, or where, in the ab- 
sence of such protection, the claim is almost sure 
to be wiped out utterly. A company that cannot 
live if refused the right to do a hazardous busi- 
ness can not die too soon for the good of its mem- 
bers andthe public. Experience justifies the judg- 
ment that it certainly would fail if permitted to 
operate upon such lines, and the earlier it re- 
forms its practices, or suspends, the less the 
harm that will be done. 

It is also deemed important that there should 
be added to the law a positive prohibition against 
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any association operating upon the gross pre- 
mium plan at once treating such premium as 
an asset fully earned, and therefore immediately 
available for the payment of dividends or ex- 
penses. In practice a gross premium is simply 
added to the amount of the loan or advance 
made to a member, and goes to swell the amount 
of the mortgage, which is frequently danger- 
ously large even without such addition. The 
debt and the premium are in theory to be can- 
celled together by maturing the stock—perhaps 
eight or ten years, or, more probably, twelve 
years ahead, and quite as likely never. With 
such uncertainty regarding ultimate results to 
be realized, no argument can be required to es- 
tablish the absurdity of permitting such a con- 
tingent asset to be treated as actual, and to be 
used as if it were cash in hand. The law should 
permit only that portion of the premium to be 
regarded as earned which has been actually 
paid. I am of the opinion, and am fortified 
therein by the opinion of the Attorney-General, 
that any other practice is unlawful even as the 
statute now stands, but in the interest of effect- 
ive supervision, and for the sake of making this 
position indisputable, there should be positive 
affirmative assertion of it in the Banking Law. 
The law of 1894, relating to savings and loan 
associations, does not permit an association to 
take security upon real estate located more than 
fifty miles from its principal office for the trans- 
action of business. That would seem to be a 
very reasonable and salutary provision. It 
stands for economy of operation, and tends to 
assure a more intelligent determination of prop- 
erty values than could be expected where the 
practice obtains of loaning in all sections of the 
State and country. No good reason occurs to 
me why this restriction, now applicable only to 
associations organized under the Law of 1894, 
should not be extended to all other associations. 
With enactment of the three amendments 
here suggested, 1 am confident that occasion 
for building and loan association scandals and © 
opportunities for abuses and frauds in their man- 
agement, would be removed almost altogether, 
and these institutions be put upon a plane. en- 
abling all of them to render a useful service. 


Respectfully submitted, 
FREDERICK D. KILBURN, Superintendent of Banks. 
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THE INSURANCE OF MERCANTILE CREDITS. 


AN ADDRESS DELIVERED BEFORE GROUP 3, MISSOURI BANKERS’ ASSOCIATION, BY W. E. SCHWEPP £, 
MANAGER BANKERS’ DEPARTMENT, THE AMERICAN CREDIT-INDEMNITY COMPANY, 
OF NEW YORK. 


HE Banker is intimately connected with and 
controls the finance of the Commercial 
World. The interests are so closely allied 

that anything that fortifies the assets, increases 
the collateral, or adds to confidence, must be of 
value to the banker and benefit to the merchant 
and manufacturer. 

The American Credit-Indemnity Company of 
New York offers these advantages, as its Bond 
limits the annual risk of loss through insolvency 
of customers to a normal amount, and the Com- 
pany reimburses the insured in cash for covered 
losses in excess of that amount. It eliminates 
the risk of excessive loss from a credit business. 
The mercantile agencies furnish information as 
to the financial strength and reliability of cus- 
tomers; Credit Indemnity protects from loss the 
firm that transacts its business and extends 
credits in accordance with that information. 
The risks of manufacturers and wholesale mer- 
chants only are insurable. 

A bank’s interests are fostered when the finan- 
cial condition of its best customers is strength- 
ened. The people we insure are, as a class, 
probably the largest borrowers from banks, and 
when we protect them from injurious loss, we 
benefit their bankers. 

All know the importance for holding collat- 
eralfor loans. The cashier of a bank and the 
credit man of a mercantile concern both per- 
form the same service; the former passes on 
loans of actual money and the latter on luans 
in the form of goods sold on credit. The 
cashier requires collateral, and the credit man 
ought to have it. Our Bond of Indemnity is 
the best collateral on merchandise accounts. A 
banker will therefore appreciate its value to a 
mercantile business. 

Bankers require their borrowers to carry Fire 
Insurance to prevent loss on goods in their pos- 
session. It is even more necessary to insure 
those goods against loss after they have changed 
to the form of book accounts. Statistics show 


that the losses inthe United States by failures 
considerably exceed the losses by fire. Credit 
Indemnity is the only means of continuing pro- 
tection on goods after they have passed to cus- 
tomers but are not paid for. 

Under cur system of Indemnity the insured 
bears the risk of a normal loss on his year’s busi- 
ness. This initial, or known, risk consists of 
a certain specified percentage on his annual 
sales, and the amount of it is determined by a 
calculation based on the loss record for a num- 
ber of years past of the insured, the actuarial re- 
cord of average loss in his line of business and 
the consideration of any other conditions or 
influences that might affect the hazard of loss. 

Should the insured sustain losses on his year’s 
business in excess of this normal amount, the 
excess is refunded by our Company. The In- 
demnity, therefore, is absolute protection against 
loss which might seriously deplete profits, or im- 
pair capital. 

Our bond is as clear, concise and positive in 
every clause as it can possibly be made. It is 
perfectly adjustable to any line of business and 
to the requirements of any individual business. 

The insolvency clause covers not only all 
legal forms of insolvency, National or State, but 
also compromises and parties execution proof. 
It is especially liberal in the matter of bank- 
ruptcy cases, holding the mere filing of a_peti- 
tion, by or against a debtor, as sufficient. When 
a debtor becomes insolvent, the insured sends 
a notification to our Company, but we do not 
interfere with the handling by the insured of the 
account, as the bond explicitly states that the 
insured shall obtain all he can from an insol- 
vent debtor. 

All classes of customers are covered; accounts 
against those having a capital rating and either 
first or second grade credit rating are cover: 
ed in full, while acccunts against those not 
having such rating are covered for an agreed 
and specified portion of the amount. In other 
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words, we co-insure with the bondholder on the 
latter class of accounts. 

(he insured has the privilege of selecting 
which one of the standard mercantile agencies 
shall govern the rating under his bond. The 
bond contains a table of coverage showing the 
amount of credit to be extended to each custom- 
er, the amount being based on the capital and 
credit rating given him by the mercantile agency. 

Che bond terminates in one year; and if at 
its expiration it is found that the insured has 
sustained excessive losses, an adjustment is 
made promptly and our liability paid immed- 
iately. 

Our insurance strengthens confidence among 
business men. Each one carrying it knows he 
is secure from excessive loss. 

A firm carrying our bond will conduct its 
business on stricter and safer lines than it other- 
wise would. Its collections will be better. A 
credit man operating under our bond will watch 
closely the ratings given his customers by the 
mercantile agencies to see whether they warrant 
the amounts of credit he is extending. 

Our bond authorizes a certain amount of credit 
to each customer, proportionate to his rating, 
and for this reason it is often used as an instru- 
ment to indicate how much credit should be ex- 
tended to each customer. It is a valuable guide 
in this capacity. 
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Our bond offers no inducements whatever to 
carelessness in granting credits. It simply as- 
sures the holder that if he conducts his busi- 
ness in accordance with its terms he is protect- 
ed from loss in excess of a certain amount, and 
it remains as much to his interest to keep his 
losses below that amount, if he can, as it would 
if he did not have the bond. He will certainly 
not make money by losing enough to recover a 
part of it under his bond. 

The American Credit-Indemnity Company of 
New York has now been writing Credit Insur- 
ance for over ten years, and our record is one of 
steady, continuous growth during that time. We 
commenced business with a capital of $100,000, 
which has been increased several times and is 
now $1,000,000, fully paid. 

All of our resources are kept in the form of 
United States Government Bonds, First Mort- 
gage Railroad Bonds, Certificates of Deposit, 
and Cash. 

The steady increase in our business, and the 
fact that we insure only selected risks among a 
very intelligent and practical class of business 
men, are good evidence of the merit of our 
system and the positive value of our bond. 

We now have many thousands of bondholders, 
and we have had but one lawsuit in the last five 
years, which speaks for our methods and ad- 
justments. 


COST ACCOUNTS. 


Ata meeting of the Pennsylvania Institute of 
Certified Public Accountants held on Decem- 
ber 18, 1903 at the Manufacturers’ Club, Phila- 
delphia, Mr. J. E. Sterrett, C, P. A. of Philadel- 
phia read a paper on Cost Accounts, which has 
been reproduced in pamphlet form. In this 
paper the principles governing proper cost ac- 
counting are pointed out, and certain suggestions 
made with a view to leading to a more careful 
study of the subject. Mr. Sterrett says that, 
speaking broadly, a system of cost accounts 
should show the cost of the article or articles 
manufactured in a given plant, stating these at 
each principal stage until the product is ready 
to be turned over to the Selling Department, or, 
in other words, until it reaches the point where 
t passes from the jurisdiction of the shop and 


is to be thenceforth treated in the trading ac- 
count rather than the manufacturing. This 
principle can be found in every properly organ- 
ized cost system but, like the primary principle 
of double entry book-keeping it is capable of 
many and varied applications. This simple defi- 
nition can be amplified and subdivided in an in- 
finite number of ways to produce required re- 
sults, but all of these should group themselves 
in three genera! classes which must be found in 
every system making pretence of being scien- 
tific: first, material; second, wages; third, gen- 
eral expenses. 

The subject is discussed in considerabie de- 
tail and all who are interested should write Mr. 
Sterrett for a copy of the pamphlet. 
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CAPT. FREDERICK PABST. 


Captain Frederick Pabst, President of the 
Wisconsin National Bank, of Milwaukee, died 
January tst at his residence in that city. 

Perhaps no man in private life in the North- 
west, and few in the country, was more widely 
and favorably known than Capt. Pabst. His 
death will be mourned not only by his many 
friends and relatives, but by the entire com- 
munity. Few private citizens were ever more 
beloved by the people in 
general, rich or poor, 
young or old, than Capt. 
Frederick Pabst. He 
was a many-sided man, 
and his great success 
was due to his sterling 
qualities, his high sense 
of honor and his integ- 
rity. He was in the 
strictest sense of the 
word, a self-made man. 
His heart went cut to the 
poor and oppressed ; and 
no worthy creature ever 
appealed in vain. His 
career was like a romance 
in real life. 

Capt. Pabst was born 
in Thuringen, in Sax- 
ony, Germany, March 
28, 1836. He came to 
the United States when 
a boy of twelve, in 1848, 
with his father and mother and settled in Mil- 
waukee. His first employment in America 
was as a waiter in a hotel in Chicago, his 
wages being $5. a month. Subsequently he 
secured a position as cabin boy on one of the 
Lake steamers plying between Milwaukee and 
Chicago. He soon attracted the attention of 
his employers and rose to the position of cap- 
tain of one of the steamers at the age of twen- 
ty-one. In 1862 he was married to the daughter 
of Phillip Best, the brewer, and he gave up 
the position of captain of a Lake steamer and 
began learning the brewing business. At the 
time of his death he was at the head of the 


Capt. Frederick Pabst. 


largest brewing company in the world. In ad- 
dition to this he was interested in many enter- 
prises in Milwaukee and Wisconsin. 

Captain Pabst was proud of his adopted land 
and city where he had achieved such phenome- 
nal success and his public spirit was demonstrat- 
ed by the heartfelt interest he manifested in its 
welfare. He gave liberally to every public as 
well as as every charitable institution in Mil- 
waukee. He did many 
things to beautify the 
city in the way of erect- 
ing many handsome 
buildings, and establish- 
ing places of amusement 
for the people. 

On Christmas day, 
one week prior to his 
death, realizing that he 
could survive but a few 
weeks at the longest, he 
called his family to his 
bed-side, and gave his 
wife, his two daughters 
and two sons each $1 ,000,- 
ooo in stocks, bonds and 
securities. 

As a business man 
Capt. Pabst had few, if 
any, superiors, and his 
business career was mar- 
velous. 

Starting on the lower 
rung of the ladder, where it was a struggle for 
mere existence, he rose, without assistance from 
any source, save nature’s generous endowment 
of an unusual amount of energy, ambition and 
an extraordinary intelligence, to the possessor 
of a colossal fortune. 

Throughout his entire life, even after having 
achieved such great success, he still remained the 
same genial Capt. Pabst that he was when 
plying the lakes in command of a vessel. 
His simplicity of character and his kind, gentle 
disposition, made him approachable by all, and 
the failings and errors of all others he always 
tolerated, even when made the victim. 
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INQUIRIES AND CORRESPONDENCE. 


INQUIRIES AND CORRESPONDENCE. 


_ iS department is carried on for the benefit of all subscribers, who are entitled to submit 
juestions of general interest, and expect prompt and careful consideration thereof, without 


charge. 
is made to the contrary. 


The names and places of those submitting inquiries are published, unless special request 


For unpublished replies, of a private nature, a reasonable charge is made. 


Liability of Accommodation Indorsers As Among Themselves. 


FARMERS’ BANK, FLOYD, VA., Jan. 12, 1904. 
Editor Banking Law Journal: 

DreAR SIR:—We have a case under section 
68 of the Negotiable Instruments Law of Vir- 
ginia upon which we would like your comments. 
Section 68 provides: 

Sec. 68. Order in which indorsers are liable.— 
As respects one another, indorsers are liable 
prima facie in the order in which they indorse ; 
but evidence is admissible to show that as_be- 
tween or among themselves they have agreed 
otherwise. Joint payees or joint indorsees who 
indorse are deemed to indorse jointly and sever- 
ally 

The case is as follows: A wanted money to 
go into business. B had a house to rent. The 
-bank money to lend. A made his note to B, 
three months, which B agreed to indorse if C, 
D, E and F would also indorse. The note was 
so made and indorsed, and discounted by the 
bank, and renewed three times with all the in- 
dorsers in above regular order. On fourth re- 
newal, C was named in body of note, and B in- 
dorsed after C, and D, E and F indorsed 
regularly. Note in this form was renewed 
Then F left the state, and note 
was renewed again, A payable to C, and in- 
dorsed C, B, D and E. 

At maturity, note was protested, suit brought 
and judgment obtained. Cashier of bank knew 
all these facts. F, indorser, had become insol- 
vent before he left. After last renewal, A be- 
came insolvent. The matter of indorsers was 
liscussed until after suit brought. B 
claims the money should all be made out of C, 
as he is the first indorser, under section 68 that 
ects One another, indorsers are liable 
prima lacie in the order in which they indorse.” 
The entire transaction was for the accommoda- 
tion of A, Respectfully, 

WINFIELD ScorT, Cashier. 


three times. 


never 


“as res 


This case involves the liability of these 
accommodation indorsers as among them- 
selves. The general rule of the law mer- 
chant is, that where several persons in- 
dorse a bill or note in succession, they 
are liable to each other in tne order in 
which they indorse, not only where the 
indorsement is for value, but where it is 
for accommodation; but that it is com- 
petent tor them to make an agreement to 
be jointly and equally bound, the burden 
being on the one who asserts such an 
agreement to prove it. 

The Negotiable Instruments Law (sec- 
tion 68, Va.; sec. 118, N. Y. act) perpet- 
uates the above rule of the law merchant. 

It follows from this, that unless parties, 
such as B, C, D and E, who indorse for 
the accommodation of A, agree among 
themselves that in the event the accom- 
modated party defaults in payment, they 
will share the burden of payment between 
themselves, the one who, unfortunately, 
happens to indorse his name first is liable 
for the whole amount. 

In the case submitted, there being no 
such agreement, C being the first accom- 
modation indorser is, we believe, liable 
for the whole. , 

This rule often works disastrously to 
an accommodation indorser who, in ignor- 
ance of it signs first, believing that in any 
event, he will only be liable for a propor- 
tionate share with other accommodation 
indorsers. An illustrative case near at 
home, in your neighboring state of West 
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Virginia, was decided by thesupreme court 
of appeals in 1896.* The following rul- 
ings were made in that case: 

1. Indorsers of a negotiable note, though 
it be for accommodation of the maker, 
while all are responsible to the holder, 
are responsible as between themselves, 
in the order of their indorsement, in the 


* Willis v. Willis. 
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absence of an agreement to be bound 
jointly and equally. Therefore an indors- 
er is liable to a subsequent indorser pay- 
ing it, but not to a prior one. 

2. An indorser on a negotiable note is 
not liable for contribution—like a surety 
on non-negotiable paper—to a prior in- 
dorser, without an agreement to be equal. 
ly bound. 


Attachments Against Funds Belonging To National Banks Are Uniawful—Bank 
Refusing Payment Of Its Certified Check. 


NEW YorRK, December 23, 1903. 
Editor Banking Law Journal : 

DEAR S1R:—1. Will you kindly refer me to 
the case where it was decided that the funds of 
a National Bank in a National Bank could not 
be attached. 

2. I should also like to be referred to the 
case of the First National Bank of Chicago 
wherein it was decided that under certain cir- 
cumstances a hank could refuse to pay its cer- 
tified check. CASHIER. 


1. An outline of the law upon this sub- 
ject is as follows: 

Section 5242 U. S. Revised Statutes 
provides that “no attachment, injunction 
or execution shall be issued against such 
association (national bank) or its prop- 
erty before final judgment in any suit, 
action or proceeding in any state, county 
or municipal court.” 

Prior to 1887 the New York courts con- 
strued this section to prohibit and make 
invalid, attachments against the property 
of national banks which were insolvent, 
or had committed an act of insolvency at 
the time of the attachment; but if the 
bank was solvent, the attachment was 
good. See Raynor v. Pacific National 
Bank, 93 N. Y. 371. 

But in 1887 the Supreme Court of the 
United States in Pacific National Bank v. 
‘Mixter, 124 U. S. 721 held the section 
prohibited all attachments against na- 
tional banks, whether solvent or insol- 


vent, not only in the state but in the 
federal courts. The court said: “ Al! at- 
tachment laws of the state must be read 
as if they contained a provision in express 
terms that they were not to apply to suits 
against a national bank.” 

Since then the New York courts, as 
well as those of other states, have ren- 
dered decisions in conformity to the con- 
trolling decision of the Supreme Court 
of the United States in the Mixter case. 

In Bank of Montreal v. Fidelity Na- 
tional Bank of Cincinnati, 1 N. Y. Supp. 
852, it is held that section 5242 exempts 
national banks, whether solvent or insol- 
vent, from attacliment under state laws. 
New York funds of the Fidelity were at- 
tached on the 18th of June 1887 and a 
receiver was not appointed until the 27th 
of June. The court said: ‘‘ The con- 
struction of this statute, as it had been 
maintained up to the time of the argu 
ment of this cause was to the effect that 
an attachment might be issued, as_ was 
done in this case, provided no act of in- 
solvency or bankruptcy had been com 
mitted by defendant, if done without any 
knowledge or suspicion of the contem- 
plation of insolvency and withoutany effort 
to get possession of the property of de 
fendant otherwise than under the laws of 
the state. The prohibition to the issuing 
of an attachment before final judgment 
was limited to cases only where there had 
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been an act of insolvency or contemplation 
thereof, made with a view to prevent the 
application of the assets in the manner 
prescribed by the federal statutes. But 
since the argument of the cause, the 
Supreme Court of the United States in 
the case of Butler v. Mixter, 124 U. S. 
721 have announced a decision which 
renders further discussion unprofitable, 
and shows that the previously accepted 
views of the profession, as well as the de- 
cision in this case, are erroneous * * * 
Feeling ourselves bound by this decision, 
it follows that the order appealed from 
should be reversed, and the attachment 
vacated.” 

This decision was rendered in June 
1888 and was affirmed by the New York 
Court of Appeals, without opinion, in 
1889—112 N. Y. 667. 

2. With regard to the case of the First 
National Bank of Chicago refusing to pay 
a certified check, where the drawer re- 
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quested the bank not to pay, we are not 
aware that the matter was ever taken to 
court. In the Journal for December, 
1897, we stated the facts of the contro- 
versy and published a discussion of the 
law, showing the legality of the bank's 
action. The case was one where a de- 
positor had his check certified and it was 
put up with the city of Chicago in con- 
nection with a bid. There was a dispute 
between thecity and the depositor whether 
the check had been forfeited, raising 
the question whether the city was a bona 
fide holder. We showed the legality and 
correctness of the bank’s action of pro- 
tecting itsdepositor until the dispute was 
settled—also showed that a certified 
check was not the same as money, but 
was merely an accepted bill of exchange 
on a bank and that there were several 
precedents where banks had refused pay- 
ment of certified checks to their holders 
because of valid causes. 


Federal Bankrupt and State Insolvent Laws. 


KATHRYN, NORTH DAKOTA, 
_December 21, 1903. 
Lditer Banking Law Journal: 
DEAR S1R:—What is the distinction between 
the insolvent laws passed by the states and the 


national bankrupt laws? SUBSCRIBER. 


The effect of the Federal Bankruptcy law 
is to suspend the state insolvent laws 
when in conflict therewith. But there is 
no restriction placed upon the states, and 
thay may pass insolvent laws, limited only 
by the provisions of the federal constitu- 
tion granting to Congress the power to 
establish uniform laws on the subject of 
bankruptcies, and denying to the states 
the power to impair the obligation of con- 
tracts, 

I'he question of conflict has frequently 
been before the courts. The case of Lewis 
v. County Clerk of Santa Clara County, 


55 Cal.604, may be cited as illustrative. 
While the Federal Bankrupt Act of March 
2, 1867 was yet in force, the California 
legislature in 1876 passed a state bank- 
rupt law. The claims of two petitioning 
creditors accrued after the passage of the 
state Bankruptcy Law and before the re- 
peal of the Federal Bankruptcy Law. The 
proceeding was under the State Bank- 
ruptcy Law after the Federal law had 
been repealed. It was contended that the 
State law, having been passed while the 
Federal law was in existence, was not only 
inoperative during the existence of the 
Federal law, but also inoperative after re- 
peal of the Federal law as to claims aris- 
ing before such repeal. The following 
language of the court shows the effect of 
the existence of the two conflicting bodies 
oflaw: “ The State Bankruptcy Law is 
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not repealed by the passage of a Federal 
Bankruptcy Law; its operation is sus- 
pended. The existence of the Federal 
law does not prevent the passage of a 
state law; it merely postpones its opera- 
tions; and upon the repeal of the Federal 
law, the State law, being in existence, be- 
comes operative, as well in regard to debts 
arising after the passage of the State law 
before the repeal of the Federal law, as 
in regard to debts arising after its repeal.” 

An unsettled question is whether, if a 
state insolvent law provides for cases and 
remedies not covered by the Federal Bank 
rupt Law, the State Law is entirely sus- 
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pended in all its provisions because of he 
National law, or whether it is suspen: ed 
only insofar as it applies or is applied. 
This question may arise in Pennsylvania 
where, in tg01, during the existence of 
the present bankrupt law, the legislature 
passed an insolvent law providing for er- 
tain cases to which the Act of Congress 
does notapply. In an article in the Ameri- 
can Law Register in 1902, Mr. Ira Jewell 
Williams discusses this question and main- 
tains that in those cases where there is 
no conflict between the State law and the 
Federal law, the State law is not suspend- 
ed by the existence of the Federal law. 


HOLIDAY SOUVENIRS. 


Many of the banks throughout the country 
make a practice of issuing souvenirs of various 
kinds to their customers during the holiday sea- 
son which are both useful and ornamental. 
Among the unique and handsome specimens 
which have come to the Journal office may be 
mentioned the following: 

The Old National Bank of Grand Rapids, 
Mich. presents a “ Year Book”’ for 1904. The 
substance of this book is a diary, giving one 
page for every day in the year on which is 
printed, in addition to the name of day and 
date of month, an appropriate sentence relative 
to the bank, its facilities, business, etc. Other 
things contained in the book are a handy interest 
table, general tax regulations, price list for re- 
cording papers in Kent County Register’s Office, 
U. S. postal regulations, Calendar for year, and 
pages for addresses and memoranda. 

The Hibernian Banking Association of Chi- 
cago issues a pocket memorandum book, bound 
in leather, containing identification card, table 
of electoral vote of the states, weather bureau 
signals, antidotes for poisons, help in case of 
accident, list of states, capitals and governors, 
area of states, population of states, presidential 
vote (both popular and electoral) 1852—1900, 
names of rulers of the world, tables of weights 
and measures, a page of miscellaneous useful 
information, table of approximate values of 
foreign coins in U. S. money, a page illustrated 
by clock dials showing time in largest cities of 
the world when it is noon, same day, in Wash- 


ington, D. C, interest tables, great cities of the 
world and their population, rates of postage. in- 
formation for builders in making estimates, and 
On the inside of each cover 


a calendar. 
pocket. 

The Second National Bank of Pittsburg also 
presents a memorandum book in form opening 
from the bottom, with ivory binding, on which 
is.embossed the head and bust of a female, re- 
presenting ‘‘ Confidence,” so exquisitely done 
as to give the appearance of a miniature portrait 
on ivory. This book also contains antidotes for 
poisons, birthday stones, calendars 1904, 1905, 
1906, familiar facts, foreign coins with value in 
U.S. money, gas meter illustration, help in case 
of accidents, interest tables from 4 to 20 per 
cent , language of flowers, measures of length, 
square measure, cubic measure, metric equiva- 
lents, nick-names of states, official population of 
the United States, and of cities of over 25,000 
inhabitants, 1oo largest cities of the earth, pos- 
tal distances and time from New York City, 
presidents of the United States, rates of postage, 
money orders, registration and foreign postage, 
simple rules for the game of whist, state statis- 
tics, wedding anniversaries. 

From the National Bank of Commerce of Min- 
neapolis we have received a calendar, containing 
a richly-colored reproduction of A. Asti’s paint- 
ing “Cosette,” an exquisite creation of feminine 
beauty, representing the head and shoulders 
of a beautiful young girl with flowing auburn 
hair. It affords a useful desk ornament. 
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AMONG THE BANKS. 


At the annual meeting of the stockholders of 
the ‘ew York National Exchange Bank, of New 
York, on January 12, Lewis E. Pierson was 
elected president to succeed James Rowland, 
resigned, James E. Nichols, of Austin Nichols 
& Co., was elected vice-president, and Rollin 
P. Grant was reappointed cashier. 

The election of Mr. Pierson as president is a 
most worthy recognition of merit. He entered 
the bank as cashier in October 1898, after hav- 
ing been connected with the Hanover National 
fora number of years. In August, Igo1, he 
was elected vice-president. 

Since the day Mr. Pierson came into the bank 
his personality has been conspicuously shown, 
and his untiring efforts have been crowned with 
unusual success. When he came into the bank 
the total resources were buta little over $2,000,- 
ooo. On January 15, Iyo4, the deposits were 
$7,093,573 and the total resources were $9,711, 
438. This isan increase of nearly 400 per cent. 
in practically five years, During this period the 
capital has been increased from $250,000, to 
$1,000,000 and the surplus and profits from 
$200,000 to $884,000. In addition to this the 
bank pays a regular dividend of 8 per cent. 

The entire board of directors, which is com- 
posed of some of the most-prominent business 
men and bankers in New York were reelected at 
the annual meeting. They are: Warren Cruik- 
shank, J.M. Donald, George C. DeLacy, Wil- 
liam Halls, Jr., Hudson Hoagland, Lee Kohns, 
William J. Merrall, James E. Nichols, William J. 
Rogers, James Rowland, John H. Seed, William 
Wills, Daniel W. Whitmore, F. W. Woolworth, 
and Lewis E. Pierson. 

The officers are now: Lewis E. Pierson, Presi- 
dent; James E. Nichols, Vice-President ; Rol- 
lin P. Grant, Cashier; Frank M. Burger, Asst. 
Cashier; David H. G. Penny, Asst. Cashier. 


On April 10, 1903, the down-town office of the 
Oriental Bank was opened for business. At 
that time, R. W. Jones, Jr., who had been the 
vice-president and cashier of the Seventh Na- 
tional Bank, became the president, and George 


W. Adams, who had been the assistant cashier 
of the Seventh National for a number of years, 
was made cashier ; Nelson G. Ayres, who had 
been the president of the Oriental for a number 
of years, was made first vice-president, and 
Jcseph E. Kehoe, the cashier, was made assistant 
cashier, the two latter gentlemen continuing in 
charge of the offices at the old stand on the 
Bowery. Subsequently, Charles J. Day, who 
had been the cashier of the National Broad- 
way Bank for a long time, was made second 
vice-president. 

On April 11, 1993, the day following the 
opening of the down-town office under Mr. 
Jones’ management, the net deposits, accord- 
ing to the Clearing House statement of that 
date, were $2,019,000. On January 16, 1904, 
they were (as per the Clearing House state- 
ment) $6,390,300. This shows an increase of 
over 200 per cent. in nine months. On the 
above-named date the net surplus and un- 
divided profits were $820,900 and $1,055,500 
respectively, which shows an increase in net 
profits of $234,600, This is a record that re- 
flects much credit upon the management 

In each issue of the“ Journal” is published a 
comparative statement of the associated banks, 
taken from the figures of the Clearing House 
statement, which shows the per cent. of in- 
crease or decrease of deposits for the year. 
Since Mr. Jones became the president of the 
Oriental Bank the per cent. of increase in 
business has been larger than that of any other 
bank in the New York Clearing House. 

Recently the bank moved into its new quar- 
ters, in the building formerly occupied by the 
Seventh, which has been remodeled throughout. 
The bank occupies three floors including the 
basement. The main banking room is a very 
attractive and convenient one, and its conven- 
ience is added to very materially by being on 
a level with the street. 

The capital of the bank is now $750,000; 
surplus and profits $1,055,500; with gross de- 
posits of over $7,000,000. 

The officers are: R. W. Jones, Jr., President , 
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Nelson G. Ayres, First Vice-President; Lud- 
wig Nissen, Erskine Hewitt and Charles J. Day, 
Vice-Presidents; Geo. W. Adams, Cashier ; 
Joseph E. Kehoe, Asst. Cashier. 

The directors are: Nelson G. Ayres, Charles 
K. Beekman, Samuel Bettle, Eugene Britton, 
Stephen R. Halsey, Erskine Hewitt, R. W. Jones, 
Jr., Hugh Kelly, Richard B Kelly, Alexander 
McDonald, Charles E. Levy, William McCarroll, 
Ludwig Nissen, Andrew W. Preston, John C. 
Whitney. 


The sad intelligence of the death of Gran- 
ville W. Garth, the young president of the 
Mechanics National Bank of New York, was not 
only a surprise but a shock to the entire bank- 
ing fraternity. The feeling that was manifested 
throughout the financial district, was that of 
the deepest sorrow. Although one of the young- 
est bank presidents in New York, Mr. Garth 
had, through his genial disposition and his abil- 
ity as a banker, endeared himself to his many 
friends and associates. The affairs of the 
Mechanics National Bank were never in a better 
condition than at the time of Mr. Garth's death, 
notwithstanding some criticisms to the contrary. 
The reputation of the Garth family has stood 
for 200 years without a blemish, and the charac- 
ter and integrity of this young man were in 
keeping with the family history. 

Mr. Garth was born in Memphis, Tenn., in 
1862, where his father, Horace E. Garth, whom 
he succeeded as president of the Mechanics 
National, was engaged in the banking business. 

The family came to New York when the son 
was a boy, and he received his education in the 
Berkeley School and Columbia University. 

Mr. Garth’s health began to give way several 
months ago, and at the time of his death he 
was on a leave of absence from the bank for re- 
cuperation. 


Frederic R. Coudert was elected a member 
of the board of trustees of the Equitable Trust 
Company at the annual election January 5th. 
The retiring trustees were re-elected for the en- 
suing year. 

The Equitable Trust is one of the strongest 
institutions of its kind in the United States. Its 
capital is $3,000,000 and its surplus and profits 
are now over $9,000,000. 

Its board of trustzes is one of the strongest, 
if not the strongest in the country. It contains 
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more prominent financial and business men t an 
any other similar corporation in this country. 

It has recently moved into the offices vacated 
by the Western National Bank and its equip- 
ment isnow surpassed by none. The officers 
are Alvin W. Krech, President ; James H. Hyde, 
and L. L. Gillespie, Vice-Presidents; F. W. 
Fulle,Secretary and Treasurer ; Lyman Rhoades, 
Jr., Assistant Secretary; H. M. Walker, Assist- 
ant Treasurer. The trustees are: J. W. Alex- 
ander, V. P. Snyder, Otto H. Kahn, James Henry 
Smith, Geo. H. Squire, Bradish Johnson, \Wil- 
liam Alexander, Alvin W. Krech, M. Hartley 
Dodge, H. M. Alexander, S. M. Inman, H. H. 
Porter, Jr.. W. H. Crocker, C. F. Adams, 2nd, 
John M. Hall, Edward M. House, L. F. Loree, 
Frederic R. Coudert, James H. Hyde, H. C. 
Deming, E. H. Harriman, H. C. Frick, C. B. 
Alexander, William H. McIntyre, T. H. Hub- 
bard, Gage E. Tarbell, John F. Dryden, T. De 
Witt Cuyler, D. H. Moffat, Lawrence L. Gilles- 
pie, Clarence H. Mackay, William H. Bald- 
win, Jr., Sir William C. Van Horne, Chauncey 
M. Depew, W. B. Rankine. 


It is reported that the International Bank & 
Trust Co., which is now in the hands of receiv- 
ers, is to be reorganized under the name of the 
Pan-American Bank. The capital is to be 
$2,000,000, one-half preferred and one-half com- 
mon. A settlement with the depositors of the 
defunct concern is proposed on a basis of 50 
per cent. of their claims in preferred stock of 
the new bank and time certificates of deposit 
for the balance. An assessment of $10 a share 
is to be levied on the common stock of the old 
concern. Butthe preferred stockholders of theold 
company will have the option of exchanging 
their stock for stock in the new company. De- 
positors with less than $500 in the old company 
will be paid in cash. 


After rounding out nearly a half century 
in one institution, George S. Hickok, who has 
been cashier of the National Park Bank since 1888 
was retired at his own request January 1, 1904. 
In 1857, Mr. Hickok entered the Park Bank as 
junior clerk, and by close application to busi- 
ness, combined with ability and ambition, he 
was advanced through the various positions to 
the office of cashier, which he has held for 
nearly sixteen years. His knowledge of credit 
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always made him a valuable man to the institu- 


tion. 

i. J. Baldwin who has been the first assistant 
cashier since 1888, has been elected cashier to 
succeed Mr. Hickok. Mr. Baldwin has been 
in the National Park Bank for twenty-five years, 
and his advancement has been inevery instance 
strictly on his merits. Mr. Baldwin's practical 
knowledge of the banking business which he has 
acquired through his long years of experience, 
has received the recognition it deserves at the 
hands of the management of the bank. 

Maurice H. Ewer, who filled the position of 
auditor of the bank, has been advanced to as- 


sistant cashier. 


Charles P. Armstrong, Harry F. Morse and 
Frederick L. Eldridge were elected directors of 
the Mercantile National Bank on January 12th, 
This makes a board of 33 members, and one of 
the strongestin New York. Frederick B.Schenck 
was re-elected president, Miles M. O’Brien and 
Wm. H. Taylor vice-presidents, James V. Lott, 
cashier, and Emil Klein, assistant cashier. 


The National Shoe & Leather Bank, of New 
York, added two new names to their board of 
directors on January 12th, namely, Sylvester C. 
Dunham, president of the Travelers’ Insurance 
Co., of Hartford, Conn., and John Hubbard, 
chairman of the board of directors and treas- 
urer of the International Banking Corporation 
of New York. The growth of the National 
Shoe and Leather under the management of W. 
L. Moyer has been highly satisfactory to the 
directors and stockholders. The deposits now 
aggregate nearly $10,000,000, 


John Carraway, who has been the vice-presi- 
dent of the Equitable National Bank, of New 
York for over a year, has resigned to accept the 
presidency of the Selma National Bank, Selma, 
Alabama. Mr. Carraway came to New York 
from Biloxi, Miss., where he had served as cashier 
of the Bank of Biloxi for a number of years. 
Although Mr, Carraway has been in New York 
less than two years he made a host of friends 
who will regret his departure from the metro- 
polis. He returns to the South under most 
favorable conditions, and his friends both North 
and South will wish him much success. 


Mr. John H. Cameron, who, for a number 


69 


of years, has been the cashier of the National 
Bank of the Republic, of Chicago, was recently 
elected vice-president of the Hamilton National 
Bank of that city. 

Mr. Cameron takes to the Hamilton a _thor- 
ough practical knowledge of banking business, 
that has been acquired through a number of 
years of experience in some of the leading bank- 
ing institutions in Chicago. His election as 
vice-president of the Hamilton National will 
add much prestige to that institution. 


At a meeting of the Board of Directors of the 
National Bank of the Republic, Chicago, Illinois, 
held December 31st, Robert M. McKinney was 
elected Cashier, to succeed J. H. Cameron, re- 
signed. Mr. McKinney has been identified 
with this bank almost from the time of its 
organization, occupying the position of Assist- 
ant Cashier for ten years. Before coming to 
Chicago Mr. McKinney was for a number of 
years engaged in the banking business at his for- 
mer home in Burlington, lowa. In a large meas- 
ure the careful attention received by depositors 
is due to his activity in looking after their re- 
quirements. He is regarded as one of the most 
able bank officers and managers in Chicago, 
and is of a very genial temperament. The 
Directors of the Bank consider themselves very 
fortunate in having such an efficient and ex- 
perienced gentleman to occupy the important 
office of Cashier. 

At the annual meeting of the directors, Mr, 
O. H. Swan was elected an assistant cash- 
ier. Mr. Swan has been identified with the 
banks of Chicago for the past seventeen years. 
His first experience was obtained in the National 
Bank of America in 1887. Seven years later 
he became identified with the National Bank of 
the Republic, and has successfully filled many 
important positions with the bank since 1894. 
His promotion to the office of assistant cashier 
is a recognition of his valuable services to the 
bank. 

The officers of the bank are: John A. Lynch, 
President; W. T. Fenton, vice-president; R. 
M. McKinney, cashier; R. L. Crampton and 
O. H. Swan, assistant cashiers. 

Thomas Jansen is the auditor and A. W. 
Margraff is the manager of the Foreign Depart- 
ment of the bank. 


On January 1st, John E,. Gardin, for many 
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years manager of the foreign exchange depart- 
ment of the First National Bank, of Chicago, 
accepted a similar position with the National City 
Bank, of New York. Mr. Gardin is succeeded 
in the First National by Max May, and Fred. I. 
Kent has been made assistant. 


On January 1, 1904, the deposits of the Na- 
tional Bank of North America, of Chicago, were 
$10,731,501, surplus and profits $682,457. The 
capital is $2,000,000. 


As a result of the death of Mr. H. V. Moore, 
the business of the firm of H. V. Moore & Co., 
bankers, Monticello, established in 1870, has been 
succeeded to by the H. V. Moore Banking & 
Trust Co. incorporated under the laws of Illinois, 
with a capital of $100,000. The control of this 
institutionis held by the four sons of H. V. Moore, 
who achieve their wish to perpetuate their father’s 
name in the bank which he founded. They have 
associated with them Mr. O. W. Moore, for the 
past twenty years Cashier of the First National 
Bank of Monticello, and its predecessors. With 
ample capital, long experience, and facilities for 
handling all lines of banking, the H. V. Moore 
Banking & Trust Co, solicits business, with the 
assurance to both old and new friends that they 
will receive liberal treatment as borrowers or 
depositors, and be accorded all reasonable privi- 
leges consistent with sound and conservative 
banking. 


Another important merger has taken place in 
Cleveland. The Bankers’ National has been 
absorbed by the Euclid-Park National. Next 
to theabsorption of the Euclid Avenue National 
and the Park National by Euclid-Park National, 
the taking over of the Bankers’ is the most im- 
portant consolidation that has taken place in 
Cleveland. The Euclid-Park National, as it 
stands now, is an amalgamation of five national 
banks, the American Exchange National, the 
Metropolitah National, the Bankers’ National, 
the Euclid Avenue National and the Park Na- 
tional. All these consolidations have been ac- 
complished without the trumpeting of any horns. 
The taking over of the Bankers’ National in- 
creases the deposits of the Euclid-Park to about 
$12,000,000, which is the largest amount of de- 
posits held by any bank in the State of Ohio. 
The official staff of the Euclid-Park wlll re- 
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main the same with the exception of the « 
tion of J. R. Kraus, former cashier of the B: 
ers’ National, as an assistant cashier. The 
cial staff as it stands now is: H. A. Bis 
president; S. L. Severance, vice-presid 
John Sherwin, vice-president and executive © 
cer: Kaufman Hays, vice-president; R. 
Harman, vice-president; C. E. Farnswor 
cashier ; F. J. Woodworth, assistant cashier ; 
J. R. Kraus, assistant cashier. 


The financial atmosphere of Cleveland seems 
to have become permeated with the consol 'da- 
tion fever. The latest, which has recently been 
consummated and one of the most important 
that has as yet taken place, is that of the Union 
and Colonial National, banks. This combina- 
tion has created widespread interest from the 
fact that the Union National is one of the 
oldest National banks in Cleveland, and has 
long been regarded as one of the most substan- 
tial banks in the Buckeye State. Senator Hanna 
has been its president for a number of years, 
and while he has not taken an active part in its 
management, his influence has always added 
much prestige to the institution. It is under- 
stood that he is to be retained as president of 
the consolidated bank, and that H. C. Christy, 
L. McBride, E. H. Bourne and J. F. Harper are 
to be the vice-presidents, with E. R. Fancher 
as cashier, and E. H. Cady, Geo. A. Coulton 
and W. E. Ward as assistant cashiers. It is also 
understood that E. H. Bourne will continue to 
be the executive officer of the bank, and that it 
will still retain the name of the Union National. 

It is said that the capital will be increased to 
$1,600,000, of which $1,000,000 will go to the 
stockholders of the Union and $600,000 to the 
Colonial. The balance of the Colonial stock 
($900,000) to be liquidated at $120 per share. 


James Barnett, who has been the president of 
the First National Bank, of Cleveland, since 
1877, retired from that position on January 
12th. Although 83 years old, General Barnett 
is stilla very active man. He has been very 
prominent in banking and business circles in 
Cleveland for forty years. Mr. Thomas H. 
Wilson, who has been the vice-president since 
the consolidation of the First with the Coal & 
Iron National, and for a great many years prior 
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that the cashier, was elected president to suc- 
ceed General Barnett. 


Mr. John J. Gannon has been elected presi- 

nt of the Hibernia Bank & Trust Co., of New 
Orleans, to succeed J. W. Castles, who resigned 
to accept the vice-presidency of the Guaranty 
Trust Co. of New York. 

Mr. Gannon was for several years a national 
bank examiner in Texas and Louisiana. In 1901 
he organized the Merchants National Bank, at 
Houston, Texas, and became its Cashier, and, 
subsequently, its president. His ability as a 
banker attracted the attention of the directors 
of the Hibernia Bank, and they tendered him the 
office of vice-president, which position he ac- 
cepted and filled until he was elected president. 
Mr. Gannon is one of the rising young bankers 
of the South, and his election to the presidency 
of the largest banking institution in the metro- 
polis of the South is a high tribute to his ability 
as a banker. 


John W. Castles, President of the Hibernia 
Bank & Trust Co., of New Orleans, has been 
made first Vice-President of the Guaranty Trust 
Company, of New York City, assuming his new 
duties the first of the year. It is understood 
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that Mr. Castles will be made President of the 
(Guaranty Trust Company at the annual election 
of officers which is to be held in April. Mr. 
Castles came to New Orleans twelve years ago 
from Fort Worth, Texas, and after two years 
became President of the Hibernia National, 
which later, he consolidated with two other 
banks under the name of the Hibernia Bank & 
Trust Company, 


The new building recently erected by the 
Commercial National Bank, of New Orleans, 
and to be occupied jointly by that institution 
and the Commercial Trust and Savings Bank, 
is one of the most substantial bank buildings in 
the South. The progress of these institutions 
reflect much credit on their management. 

Wm. Mason Smith, of Mason Smith & Co., 
who are among the large cotton factors of the 
South, is the president of both banks, and I. M. 
Lichtenstein, of H. Lichtenstein & Son, is the 
vice-president. J. H. Fulton, who for a number 
of years was connec ted with the Canadian Bank 
of Commerce, at New York, is the general man- 
ager of both institutions. Mr. Fulton organized 
these institutions, and under his management 
their progress has been highly pleasing to the 
stockholders and directors of each concern. 


TRUST COMPANY’S SPLENDID SHOWING. 


REPORT OF MISSISSIPPI VALLEY TRUST COMPANY FOR 1903 SHOWS A PROSPEROUS YEAR. 


Nothing so forcibly illustrates the solidity, 
financial resources and conservative manage- 
ment of St. Louis banking institutions as does 
the annual statement of condition just issued 
by the Mississippi Valley Trust Company. This 
report covers the operations of the calendar year 
1903, and its perusal cannot fail to impart the 
liveliest gratification, not only to the fortunate 
stockholders of the company, but its depositors 
as well. A recapitulation of its leading features 
at this time will prove both interesting and in- 
structive. The resources of the company are 
placed at the magnificent total of $25,728,922.- 
57. The capital stock paid in, $3,000,000, and 
the surplus fund, $3,500,000, remain at the same 
figure as for the calendar year 1902, but the 
tem of undivided profits on hand has increased 
to $1,745,098.72, an increase during the last 
year of $270,695.53. During the year 1903, 

vidends were paid to stockholders at the rate 

16 per cent., as compared with a 12 per cent. 


disbursement, during 1902, the total amount 
thus paid being $480,000 in 1903 as against 
$360,000, in 1902. The actual cash in its 
vaults December 31, 1903, was $1,034,394.31, 
while the item of cash, checks, sight drafts, and 
due from other trust companies and banks, 
stands at $5,842,480 80. Its total time, savings 
and checking deposits amount to $16,219,533-80. 

The Mississippi Valley Trust Company now 
ranks among the world’s great financial institu- 
tions, and the ability and conservatism of its 
management have gained it an enviable posi- 
tion and standing abroad as well as in the Unit- 
ed States. A striking evidence of this fact was 
shown in its selection by the British Govern- 
ment asthe Fiscal Agent of the Royal British 
Commission to the Louisiana Purchase Exposi- 
tion. This is in effect a compliment of the high- 
est nature from the most powerful and finan- 
cially conservative nation of Europe. 





COMPARATIVE NEW YORK BANK STATEMENT. 


The following table shows the loans and deposits of the associated banks, reported to th 


New York Clearing House for the weeks ending Jan. 10, 1903, and Jan. 9, 1904, respectively 


together with a computation of the proportionate increase or decrease of deposits for the year: 








Banks. | Loans, Loans, || Deposits: | tDeposits, |Per Cent. 


a. 





Bank of N. Y., N. B. A.... 1% 17,071,000 |$ 15,813,000 15,725,000 |$ 14,565,000/ ....{ 7 


1903. 1904. | 1903, | 1904. | Inc. Dec. 


Bank of the ManhattanCo .|} 19,931,000] 19,351,000 || 22,488,000} 23,015,000) 2.3..... 


Merchants’ National | 12,360,300} 11,757,400 || 14,245,600} 13,697,500 | 
Mechanics’ National 13,376,000 | 11,629,000 13.399,000| 13,078,000 
Bank of America 19,448,200| 19,841,000 || 22,734,500} 21,847,300 
Phenix National 5,024,000] 3,851,000 5,196,000, 3,369,000 | 
National City 120,542,500 100,187,800 | 117,568,700 | 
Chemical National 24,425,500 ,O15, 24,740,100} 23,410,000} .... 
Merchants’ Exch. National... 5,303,100 5,155,500 | 5,716,100} — 5,539,500 | 
Gallatin National 7,647,500 233, 5,477,700 4,406,400 
Nat. Butchers & Drovers’. . 1,629,400 865, 2,063,200} 2,366,200 
Mechanics & Traders’ 3,846,000 51, 4,101,000} 4,490,000 
Greenwich 1,261,300 ,218, 1,171,900; 1,700,000 
Leather Mfrs.’ National... .| 4,909, 300 ‘ 5,121,000 6,115,300 
American Exchange Nat...| 29,035,000 | 555: 21,672,000) 20,951,000 
Nat. Bank of Commerce....| 68,634,600 | 775 54,518,500 116,650,400 
Mercantile National | 13,057,300 059, 13.906,000 | 19,262,100 
Pacific 3,330,500 ,908, 4,051,200 3 868,100 
| 5,778,400 1599, 5,844,700}  5,409.900 
2,085,700 ,070, 2,786,700| 2,648,500 
Nat. Bank of N. America...| 15,889,900 | : 12,662,100 2,822,700 
Hanover National 44,967,000 : 51,984,500} 54,794,700 
Irving National | 5,639,000 ; 4,804,000} 5,346,000 
National Citizens’ 5,896, 300 146.5 6,743,200 7,860, 300 | 
2,581,500 | 533. 3,278,600 3,046,600 
| 5,970,700 | 1503, 6,433,200; 6,400,100 
National Shoe & Leather... 4,994,200 | 5,810,300 7.420,900 
Corn Exchange 24,169,000 | Y 28,322,000} 29,912,000 
Oriental 2,017,000 »242,2 1,940,000 6,021,900 
Importers & Traders’ Nat..| 22,173,000 | 5 19,531,000} 19,894,000 
National Park 49,902,000 ’ 59.561,000| 62,635,000 
1,191,000 | : 1,392,800! 1,366,300 
19,502,000 | 818, 22,174,600 | 20,057,300 
9,954,000 | 13,269,000} 11,353,000 | 
| 9,529,000 ,134, 10,337,000 | 10,049,000 
First National 76,631,000 . 68,537,700| 65,542,900] .... 
N. Y. National Exchange. . 5,557,800 . 5,630,900} 6,057,700 | 
Bowery 2,684,000 , 3,045,000} 3,065,000 
N. Y. County National 3,937,500 ‘ 4,833.400| 5,161,100 
German-American 3,877,500 3,860,600; 3,589,900] .... 
Chase National 37,523,900 | 43,144,000} 44,114,800) 
Fifth Avenue 9,295,200 | Y 10,154,900 9,87 4,000 
German Exchange 2,396,400 3,550,100} 3,554,500 
Germania 3,060,000 .906, 5,053,200, 4,851,800 .... 
9,754,100 422, 10,576,500! 9,443,300 
6,987,000 : ; 7,149,200 7,055,400 
2,251,700 ' 2,477,800} 2,504,800 | 
Bank of Metropolis 7,623,700 ; 8,830,700! 9,582,300 
West Side Bank 3,183,000 , 3,385,000} 3,455,000 
11,148,000 | 13,835,000 13,353,000 | 16,190,000 
First National, Brooklyn... 4,286,000 4,194,000 4,667,000; 4,420,000 
Liberty National 8,554,900} 10,573.600 6,762,700! 8,856,200 
N. Y. Produce Exchange... 4,047,700 4 369,200 3,819,600} 4,342,900 
New Amsterdam National.. 6,622,600 5,310,400 7,254,500} 6,044,000 
Astor National 4,375,000 5,024,000 4,307,000 5,060,000 
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| $816,925,200 $915,992.200 $81 3,782,100 |$905.71 3,300 sed 





+t United States Deposits included, $36,698,600. 
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